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Introduction

We report on the historical financial information of DKE Holding Company Limited
(the “Company”) and its subsidiaries (together, the “Group”) set out on pages I-3 to I-68,
which comprises the consolidated statements of financial position of the Group and the
statements of financial position of the Company as at December 31, 2023, 2024 and 2025, and
the consolidated statements of profit or loss, and the consolidated statements of
comprehensive income, the consolidated statements of changes in equity and the consolidated
statements of cash flows for cach of the ycars ended December 31, 2023, 2024 and 2025 (the
“Track Record Period”) and material accounting policy information and other explanatory
information (together, the “Historical Financial Information”). The Historical Financial
Information set out on pages [-3 to 1-68 forms an integral part of this report, which has been
prepared for inclusion in the prospectus of the Company dated 29 June 2026 (the
“Prospectus”) in connection with the initial listing of H shares of the Company on the Main
Board of The Stock Exchange of Hong Kong Limited.

Directors’ Responsibility for the Historical Financial Information

The directors of the Company are responsible for the preparation of Historical
Financial Information that gives a true and fair view in accordance with the basis of
preparation set out in Note 2 to the Historical Financial Information, and for such internal
control as the directors determine is necessary to enable the preparation of Historical
Financial Information that is free from material misstatement, whether due to fraud or error.

Reporting Accountants’ Responsibility

Our responsibility is to express an opinion on the Historical Financial Information and
to report our opinion to you. We conducted our work in accordance with Hong Kong
Standard on Investment Circular Reporting Engagements 200, Accountants’ Reports on
Historical Financial Information in Investment Circulars issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA™). This standard requires that we comply with
ethical standards and plan and perform our work to obtain reasonable assurance about
whether the Historical Financial Information is free from material misstatement.
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Our work involved performing procedures {o obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgment, including the assessment of risks of material misstatement
of the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants considers internal control relevant to the entity’s
preparation of Historical Financial Information that gives a true and fair view in accordance
with the basis of preparation set out in Note 2 to the Historical Financial Information in
order to design procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. Our work also
included evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of
the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the
accountants’ report, a true and fair view of the Company’s and the Group’s financial position
as at December 31, 2023, 2024 and 2025 and of the Group’s financial performance and cash
flows for the Track Record Period in accordance with the basis of preparation set out in Note
2 to the Historical Financial Information.

Report on Matters under the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) and the Companies (Winding Up and Miscellaneous
Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying
Financial Statements as defined on page I-3 have been made.

Dividends

We refer to Note 12 to the Historical Financial Information which contains information
about the dividends paid by the Company in respect of the Track Record Period.

Ly Uk A

Confucius International CPA Limited
Certified Public Accountants

Hong Kong

29 June 2026



HISTORICAL FINANCIAL INFORMATION OF THE GROUP
Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral
part of this accountants’ report.

The consolidated financial statements of the Group for the Track Record Period,
on which the Historical Financial Information is based, were audited by Confucius
International CPA Limited in accordance with Hong Kong Standards on Auditing
issued by HKICPA (“Underlying Financial Statements™).

The Historical Financial Information is presented in Renminbi (“RMB™) and all
values are rounded to the nearest thousand (RMB’000) except when otherwise
indicated.
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Consolidated Statements of Profit or Loss

Gross profit

General and administrative
expenses
Selling and marketing
expenses
Research and development
expenses
Reversal of impairment
losses/(impairment losses)

on financial assets . .......
Otherincome .............

Operating profit

Finance income

Financecosts .............

-

Finance (costs)/income, net . . . .

Share of profit or loss of

investments in associates . . .

Profit before income tax

Income tax expense.........

Profit for theyear ..........

Attributable to:

— Owners of the Company . .
— Non-controlling interests .

Earnings per share attributable

to the owners of the
Company (in RMB per
share)
— Basic

Notes

10
10

11

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RMB’000
1,024,198 1,151,556 1,712,981
(862,425) (969,126) (1,432,810)
161,773 182,430 280,171
(68,126) (62,301) (87,892)
(17,990) (19,113) (21,146)
(39,934) (56,021) (59,045)
10,568 1,015 (6,154)
13,269 7,854 7,226
4,586 2,266 (7,370)
64,146 56,130 105,790
4,616 5,826 971
(8,580) (7.283) (9,666)
(3,964) (1,457) (8,695)
(2,393) - -
57,789 54,673 97,095
(7,050) (1,269) (16,867)
50,739 53,404 80,228
T —— I 1
50,739 53,404 80,493
- - (265)
50,739 53,404 80,228
O R ——— —————
.10 16 1.75
1.10 1.16 1.75
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Consolidated Statements of Comprehensive Income

Year ended December 31,
Notes 2023 2024 2025
RMB'000 RMB’000 RMB’000
Profit for theyear . ............. 50,739 53,404 80,228
Other comprehensive
{expenses)/income
Ttems that will not be reclassified
to profit or loss, net of tax:
— Changes in fair value of
equity instruments at fair
value through other
comprehensive income . . . . - - (303)
Items that may be reclassified to
profit or loss in subsequent
periods, net of tax:
— Currency translation
differences of foreign
operations ............. (714) 157 (1,517)
Other comprehensive
(expenses)/income for the year,
netoftax .................. (714) 157 (1,820)
Attributable to:
~ Owners of the Company...... (714) 157 (1,820)
— Non-controlling interests . .. .. - - -
(714) 157 (1,820)
Total compi‘ehensive income for the
) 50,025 53,561 78,408
Attributable to:
— Owners of the Company ..... 50,025 53,561 78,673
— Non-controlling interests . .. .. - — (265)
50,025 53,561 78,408
———— ———— ————

—I-5—



Consolidated Statements of Financial Position

As at December 31,

Notes 2023 2024 2025
RMB'000 RMB'000 RMB’000

ASSETS
Non-current assets
Property, plant and equipment 16 339,840 385,881 540,063
Right-of-use assets ......... 17 48,577 58,959 53,193
Deferred tax assets ......... 20 8,630 10,091 7,786
Intangible assets . .......... 18 2,305 2,142 2,702
Other financial assets at fair

value through other

comprehensive income . ... 3.5 - - 20,783
Other non-current assets .... 23 8,260 7,968 2,915
Total non-current assets .. ... 407,612 465,041 627,442
Current assets
Inventories ............... 24 231,826 320,878 525,322
Prepayments and other

receivables . ............. 22 53,221 50,372 5,755
Trade and notes receivables .. 21 211,097 270,746 382,064
Other financial assets at fair

value through other

comprehensive income . ... 3.5 1,100 8,676 28,753
Cash and cash

equivalents ............. 25 206,971 178,355 143,796
Term deposits and restricted

cash .................. 25 8,957 9,164 8,070
Other current assets ........ 23 7,118 3,963 12,538
Total current assets . ........ 720,290 842,154 1,106,298
Totalassets . .............. 1,127,902 1,307,195 1,733,740

I ——— I R
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Non-~current liabilities

Borrowings . ..............
Lease liabilities . .. .........
Deferred tax liabilities ......
Deferred income ...........

Total non~current liabilities . . .

Current liabilities

Borrowings ...............
Trade and notes payables . ...
Contract liabilities .........
Lease liabilities . . ..........
Current income tax liabilities .
Accruals and other payables . .
Provisions ...............

Total current liabilities ......
Net currentassets . .........

Total liabilities ............

EQUITY
Equity attributable to owner of
the Company

— Share capital ..........
— Other reserves .........
— Retained earnings .. ... ..

Non-controlling interests . ...

Total equity ..............

TOTAL LIABILITIES AND

EQUITY ...............

Notes

26
27

17

28
29

15

As at December 31,

2023 2024 2025
RMB000 RMB'000 RMB'000
97,969 87,342 93,273
4,936 7.807 4816
2,762 - 1.858
36,012 40,575 37,394
141,679 135,724 137,341
47,081 94,956 323,289
115.467 207.578 266.229
363 742 14,729
1,560 3,218 3.24]
2,057 4,138 2.381
80,152 87.986 117,414
- - 10,684
10 606 622
246,690 399,224 738,589
" 473,600 442,930 367,709
388,369 534,948 875,930
46,067 46,067 46,067
401,898 406,898 410,998
291.568 319.282 399,775
739,533 772,247 856,840
- - 970
739,533 772,247 857,810
1,127,902 1,307,195 1,733,740
PR 3 R —
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Company’s Statements of Financial Position

ASSETS
Non-current assets

Investments in subsidiaries . . .

Total non-current assets

Current assets
Prepayments and other

receivables . .............

Trade and notes receivables

Other financial assets at fair
value through other
comprehensive income

Cash and cash equivalents ...
Restrictedcash ............
Other current assets ........

Total current assets .........

Totalassets . . .............

LIABILITIES
Current liabilities

Accruals and other payables . .
Total current liabilities ......
Net current assets . .........

Total liabilities ............

EQUITY
— Share capital
~ Other reserves

— Retained earnings . ......

Total equity

TOTAL LIABILITIES AND

EQUITY .o vveeeeannn.

..............

Notes

15

22
21

3.5
25
25
23

28

As at December 31,

2023 2024 2025
RMB'000 RMB’000 RMB’000
205,038 217,680 226,012
205,038 217,680 226,012
245,265 228,643 222,331
219 105 40
100 - -
3,096 10,486 305
- 462 486
316 370 3,807
248,996 240,066 226,969
454,034 457,746 452,981
T ——— ———————" A
4,672 2,663 4,079
4,672 2,663 4,079
244,324 237,403 222,890
4,672 2,663 4,079
46,067 46,067 46,067
402,603 407,446 413,366
692 1,570 (10,531)
449,362 455,083 448,902
454,034 457,746 452,981
Y ——— I ——— S ——————
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Consolidated Statements of Changes in Equity

Balance at January 1,2023 . . . .

Profit for theyear . . . . .. ..
Other comprehensive expenses . .

Total comprehensive
{expenses)lincome for

theyear ...........
Share-based payment . . . ...

Balance at December 31, 2023 .

Balance at January 1,204 . . . .

Profit fortheyear . . . .. ...
Other comprehensive income . . .

Total comprehensive income for the
4

Appropriation to surplus reserves .
Share-based payment . . .. ..
Dividends . ..........

Balance at December 31,2024 . .

Attributable to owners of the Company

Other
Share Share Capital Statutory ~ comprehensive Retained
caital pretium Reserves reserve fncame reserve carnings  Total equity
RMBOOD  RMBOOO  RMBOOD  RMB00C RAIB000 RATBOOD  RAIB'000
46,067 385,880 10,186 646 9 20,829 083,617
- - - - - 0,739 30,739
- - - - {T14) - (T14)
- - - - (714) 50,739 50,025
- - 5,891 - - - 5,891
46,067 385,880 16,077 646 (103) 291,568 139,533
— - - — I I I
Attributable to awners of the Company
Other
Share Share Capital Statutory ~ comprebensive Retained
capital premium Reserves reserie income reserve earnings  Tofal equity
RMBGO®  RMBUOO0  RMBUOD  RMBO00 RMBO0 RMBU00  RAIR'000
46,067 385,880 16,077 646 (705) 291,568 739,533
- - - - - 53,404 53404
- - - - 151 - 157
- - - - 157 53,44 53,361
- - - 2,657 - (2.657) -
- - 2,186 - - - 2,186
- - - - - (23,033) (13,033)
46,067 385,880 18,263 3,303 (548) 319,82 M1
E——— R— R— EE— R — I L]

.




Balance at January 1,205 . .

Profit for the year. . . . . .
Other comprehensive expenses .

Total comprehensise
{expenses)lincome
fortheyear . . ..,...

Share-based paymeat . . . .
Capital contributions from the
non-controlling interests . .

Balance at December 31,2025 .

Attributable to owners of the Company

Other Non-
Share Capital Statutory ~ comprehensive  Retained controlling
Share capital  premium Reserves reserve income reserse  earnings Sub-total inferests  Total equity
RMBOMO  RB'0OD  RMBUG  RMBOM RMB000 RMB0O0  RMBUO0  RMBOM  RMBUOD

46,067 385,380 18,263 3303 (M8) 319,28 Ml - M

- - - - - 80.493 80493 (263) 80,228
- - - - (1,820) - {1.820) - {1.820)

- - - - (1,820) 80,493 78,613 (163 78,408

- - 5920 - - - 5920 - 5910

- - - - - - - 1,235 1,235

46,067 385,880 1,183 3303 (2,368) 399,775 836,340 970 857,810
—— W 0 W 20 BN B B 00 N 00 W 0
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Consolidated Statements of Cash Flows

Notes
Cash flows from operating
activities
Cash generated from/(used in)
operations . ............. 36(a)

Interest received ...........
Income tax paid ...........

Net cash generated from/(used
in) operating activities .. ...

Cash flows from investing
activities
Payments for purchase of
investments .............
Proceeds from disposal of
property, plant and
equipment, intangible assets
and other non-current assets
Withdraw of wealth
management products .. ...
Investment income received
from wealth management
products ...............
Placement of wealth
management products ... ..
Government grant received in
relation to assets .........
Payments for purchase of
property, plant and
equipment, intangible assets
and other non-current assets
Payments for deposits on land
userights ..............
Withdraw of deposits on land
userights ..............

Net cash used in investing
activities ...............

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'000

195,572 18,618 (118,178)

4,616 5,826 971
(21,728) (5,011) (18,305)
178,460 19,433 (135,512)
- - (21,476)

- 118 1,119

- 25,000 49,000

- 134 110
- (25,000) (49,000)

24,646 7,510 -
(75,475) (71,888) (132,382)
(2,112) - -

—~ 2,112 -
(52,941) (62,014) (152,629)

-I-11-




Cash flows from financing
activities
Capital contributions
from the non-controlling
interests................
Proceeds from bank
borrowings .............
Government grant received in
relation toloans .........
Movements of restricted cash .
Repayments of bank
borrowings .............
Principal elements of lease
payments...............
Interestspaid .............
Dividends paid to the
Company’s shareholders ...
Payments of listing expenses
to be capitalized. .........
Others ..................

Net cash (used in)/generated
from financing activities . . . .

Net increase/(decrease) in cash
and cash equivalents . . . . ...

Cash and cash equivalents at
the beginning of the year. ..

Effects of exchange ratc
changes on cash and cash
equivalents .............

Cash and cash equivalents at
theend of theyear .. ... ...

Year ended December 31,

Notes 2023 2024 2025
RMB'000 RMB'000 RMB'000

- - 1,235

158,280 206,582 362,010

4,719 493 891

(4,059) 4,059 -
(229,310) (168,848) (94,747)
(4,953) (3,059) (1,735)
(9,801) (5,908) (8,277

- (23,033) -
- - (2,562)
(269) (160) (126)

(85,393) 10,126 256,689
40,126 (32,455) (31,452)
164,944 206,971 178,355
1,901 3,839 (3,107)

206,971 178,355 143,796
R — M
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NOTES TO THE HISTORICAL FINANCIAL INFORMATION
GENERAL INFORMATION

DKE Holding Company Limited (HIZMFFHRIEFRMAMRAR) (hereinafter referred to as the
“Company”), formerly known as Dalian Dongfang Kemai Electronics Co., Ltd. CRElJLFFHREFRAHFR
ZAH]), is a joint stock company with limited liability incorporated in the People’s Republic of China (the
“PRC™) on October 28, 2005. The registered office of the Company is located at Room 130, Building 2, No.
16, Fuxing Avenue, Xitang Town, Jiashan County, Jiaxing City, Zhejiang Province PRC. The ultimate
controlling shareholder of the Company is Mr. Zhou Aijun,

The Company and its subsidiaries (hereinafter collectively referred to as the “Group™) are a manufacturer and
service provider of electronic paper (“c-paper”) display modules integrating the research and development
(“*R&D”). design, production and sales of various types of e-paper display modules.

The Company’s subsidiaries during the Track Record Period are set out in Note 15.

The Historical Financial Information are presented in Renminbi (“RMB”), which is also the functional

- currency of the Company, and all values are rounded to the nearest thousands (RMB’000) except when

otherwise indicated.

The statutory consolidated financial statements of the Company for the years ended December 31, 2023, 2024
and 2025 prepared in accordance with the relevant accounting principles in the PRC were audited by
Pan-China Certified Public Accountants LLP (K {ltfr 5HAigrE5 i ($7R% 84 5)) which was the certified

public accountants registered in the PRC.
BASIS OF PREPARATION

The Historical Financial Information of the Group have been prepared in accordance with all applicable
International Financial Reporting Standards (“IFRS Accounting Standards”) issued by the International
Accounting Standards Board (“IASB”). The Historical Financial Information has been prepared under the
historical cost convention, as modified by the revaluation of financial assets measured at fair value through
other comprehensive income (“FVOCI”).

The preparation of the Historical Financial Information in conformity with IFRS Accounting Standards
requires the use of certain critical accounting estimates. It also requires management to exercise its judgment
in the process of applying the Group’s accounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the Historical Financial Information
are disclosed in Note 4 below.

New standards, amendments and interpretations to the existing standards that are effective during the Track
Record Period have been adopted by the Group consistently throughout the years presented, unless
prohibited by the relevant standard to apply retrospectively.

Other than those material accounting policies information as disclosed elsewhere in this Historical Financial
Information, a summary of the other accounting policies information has been set out in Note 40 to this
Historical Financial Information.

2.1 New Standards and Amendments to Standards Not Yet Adopted
Standards and amendments to standards that have been issued but not yet effective and not been carly
adopted by the Group during the Track Record Period are as follows:

Effective for accounting
periods beginning

Standards and amendments . on or after

Amendments to [FRS 10 and [AS 28 ‘Sale or Contribution of Asscts To be determined
between an Investor and its Associate or Joint Venture’ .. ... ..

Amendments to IFRS 9 and IFRS 7 ‘Amendments to the January 1, 2026
Classification and Measurement of Financial Instruments’ . . . . .

Amendments to IFRS 9 and IFRS 7 ‘Contracts Referencing January 1, 2026
Nature-dependent Electricity' . . . ... o oo,

Annual Improvements — Volume 11 IFRS accounting standards . . . January 1, 2026

IFRS 18 ‘Presentation and Disclosure in Financial Statements’ . . . . January 1, 2027

IFRS 19 ‘Subsidiaries without Public Accountability: Disclosures’ . . January 1, 2027

Amendments to IFRS 21 Translation to a Hyper inflationary January 1, 2027
Presentation Currency. . . .. ... L i e e

Except for the impact of [FRS 18 below, other new/amended standards are either not relevant to the
Group or not expected to have a material impact on the Group’s consolidated financial statements
when they become effective.

-I-13-



IFRS 18 Presentation and Disclosure in Financial Statements

IFRS 18 “Presentation and Disclosure in Financial Statements”, which sets out requirements on
presentation and disclosures in financial statements, will replace IAS 1 *“Presentation of Financial
Statements”. This new IFRS Accounting Standard, while carrying forward many of the requirements
in TAS 1, introduces new requirements to present specified categories and defined subtotals in the
statement of profit or loss; provide disclosures on management-defined performance measures in the
notes to the financial statements and improve aggregation and disaggregation of information to be
disclosed in the financial statements. In addition, some 1AS 1 paragraphs have been moved to IAS 8
“Accounting Policies, Changes in Accounting Estimates and Errors” and IFRS 7 “Financial
Instruments: Disclosures”, Minor amendments to IAS 7 “Statement of Cash Flows™ and IAS 33
“Earnings per Share™ are also made.

IFRS 18, and amendments to other standards, will be effective for annual periods beginning on or
after January 1, 2027, with early application permitted. The application of IFRS 18 is not expected to
have significant impact on the Group’s financial position and performance, but may affect the
presentation of the statement of profit or loss and disclosures in the future financial statements.

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk
and interest rate risk), credit risk and liquidity risk. The Group’s overall risk management seeks a balance
between risk and return, minimizes the adverse impact of risk on the Group’s finance performance and
maximize the interests of shareholders and other equity investors. Based on this risk management objective,
the basic strategy of the Group’s risk management is to identify and analyze the various risks faced by the
Group, establish appropriate risk tolerance thresholds and timely and reliably supervise various risks to
control them within a limited range.

3.1 Market Risk

(a)

Foreign Exchange Risk

Foreign exchange risk arises when future commercial transactions or recognized assets and
liabilities are denominated in a currency that is not the respective functional currency of the
Company and its subsidiaries. The Group manages its foreign exchange risk by performing
regular reviews of the Group's net foreign exchange exposures and tries to minimize these
exposures through buying and selling foreign currencies at market rate, wherever possible.

As at December 31, 2023, 2024 and 2025, the Group’s major financial assets/liabilities exposed
to foreign exchange risk, representing those financial assets/liabilities denominated in United
States dollar (*USD") and included in a group entity with different functional currency:

As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB’000
Financial assets denominated in:
USD ...ttt e i i 309,474 208,013 204,442
VND . .. it i e i i e - 145 5,627
Others ..ottt i i i - 49 112
I

As at December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'000
Financial liabilities denominated in:
USD .. ... i iii i ineenn 39,623 172,156 252,295
VND ... . i e - - 5,180
Others . ........ ... 3 10 3
M ——
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3.2

As shown in the table above, the Group is primarily exposed to changes in USD exchange
rates. The sensitivity of profit or loss to changes in the exchange rates arises from USD
denominated financial instruments is as below:

Year ended December 31,

2023 2024 2025
RMB’000 RMB'0O00 RMB000
USD exchange rate
Increase 5% . . ... ivi v e n e, 13,493 1,793 (2,393)
Decrease 5% . oo v v v i i i (13.493) (1,793) 2,393
VND exchange rate
Increase 5% . . . ..ol vl - 152 470
Decrease 5% ............... - (152) (470)
. RS ——

(b) Inrerest Rate Risk

The Group’s interest rate risk primarily arises from interest-bearing borrowings. Borrowings
issued at floating rates expose the Group to cash tlow interest rate risk and borrowings issued
at fixed rates expose the Group to fair value interest rate risk. The Group determines the
proportion of borrowings issued at floating rates and fixed rates based on the market
environment and maintains an appropriate combination of financial instruments through
regular review and monitoring.

As at December 31, 2023, 2024 and 2023, total borrowings of the Group which were bearing at
floating rates amounted to approximately RMB98,330,000, nil and RMB20,000,000
respectively.

If interest rate had been 50 basis points higher or lower with all other variables held constant,
the profit before tax would decrease/increase approximately RMB492,000, nil and
RMB100,000, for the years ended December 31, 2023, 2024 and 2025, respectively.

Considering the repricing or maturity date, the fair value interest rate risk arises from
borrowings and bank balances carried at fixed rates is not significant for the Group.

Credit Risk

Credit risk refers to the risk that the Group’s counterparties default on their contractual obligations
resulting in financial losses to the Group. The Group’s maximum exposure to credit risk at the end of
each reporting period in relation to each class of recognised financial assets is the carrying amount of
those assets stated in the consolidated statements of financial position. The Group does not hold any
collateral or other credit enhancements to cover its credit risks associated with its financial assets.

The Group performed impairment assessment for financial assets under ECL model. Information
about the Group's credit risk management, maximum credit risk exposures and the related
impairment assessment, if’ applicable, are summarised as below:

Trade receivables avising from contvacts with customers

The Group mainly conducts transactions with customers with good quality and long-term
relationship. When accepting new customers, the Group and the Company consider the reputation of
the customer before contract is signed. In order to minimise the credit risk, the management of the
Group and the Company continuously monitors the level of exposure to ensure that follow-up action
is taken to recover overdue debts. The Group only accepts bills issued by reputable PRC banks if trade
receivables are scttled by bills and therefore the management of the Group considers the credit risk
arising from the endorsed is insignificant. In this regard and considering the long-term relationships
with its customers and the financial position of these customers, the directors of the Company
consider that the Group's credit risk is significantly reduced.

The Group has concentration of credit risk resulting from the Group’s the five largest customers
contributed to the Group’s revenue during the Track Record Period. The percentage of trade
receivables attributable to these five largest customers amounted to 80.0%, 82.8% and 92.3% in each
year during the Track Record Period, respectively.

The Group measures loss allowances for trade receivables at an amount equal to lifetime ECLs, which
is calculated using a provision matrix. As the Group’s historical credit loss experience does not
indicate significantly ditferent loss patterns for different customer segments, the loss allowance based
on past due status is not further distinguished between the Group’s different customer bases.

~1-15-




Notes receivables

The Group only accepts notes receivables with low credit risk. The Group’s notes receivables are bank
acceptance notes and therefore are considered to be low credit risk financial instruments. Those banks
who issue bank acceptance notes are creditworthy banks with no recent history of default. For the
Track Record Period, loss allowance on notes receivables was insignificant.

Other receivables

For other receivables, the Group makes individual assessment on recoverability based on historical
settlement records, past experience, and also quantitative and qualitative information that is
reasonable and supportive forward-looking information that is available without undue cost or effort.

Bank balances

The Group’s credit risk on bank balances is low and there is no significant concentration of credit risk
because the bank balances are deposited with creditworthy banks with no recent history of default.
Loss allowance on bank balances was insignificant for the Track Record Period.

The Group’s internal credit risk grading assessment comprises the following categories:

Financial assets

Internal other than trade
credit Rating Description Trade receivables receivables
Lowrisk . ... Thecounterparty has a Lifetime ECL — not 12m ECL

low risk of default and credit-impaired

does not have any

past-due amount
Watch list . ..  Debtor frequently repays Lifetime ECL — not 12m ECL

after due dates but credit-impaired

usually settle in full

Lifetime ECL — not
credit-impaired

Lifetime ECL — not
credit-impaired

There have been
significant increase in
credit risk since initial
recognition through
information developed
internally or external
resources

Doubtful . .

Loss ....

Write-off .

There is evidence
indicating the assets is
credit-impaired

There is evidence
indicating that the
debtor is in severe
financial difficulty and
the Group has no
realistic prospect of
recovery
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Lifetime ECL —
credit-impaired

Amount is written off

Lifetime ECL —
credit-impaired

Amount is written off




The tables below detail the credit risk exposures of the Group’s financial assets, which are subject to

ECL assessment:

As at December 31,

2023 2024 2025
Gross Gross Gross
Financial assets at 12m ECL or carrying carrying carrying
amortised cost lifetime ECL amount amount amount
RMB'000 RMB’000 RMB'000
Bank balances . ..... 12m ECL 215,928 187,519 151,866
Lifetime ECL 215,771 270,151 388,924
(collective assessment,
not credit-impaired)
Trade receivables — Lifetime ECL 315 220 674
contracts with (individual assessment,
customers . ...... not credit impaired)
Lifetime ECL 21,346 11,631 1,138
(credit-impaired)
237,432 282,002 390,736
— — —
Notes Receivables at 12m ECL - 13,992 12,121
Amortized Cost . . . .
Notes Receivables at 12m ECL 1.100 8,676 28,753
FVOCIL .........
Other Receivables . . . . 12m ECL 10,281 13,282 5,490
— —— ——

As part of the Group’s credit risk management, the Group applies internal credit rating for its
customers in relation to sales of goods. The following table provides information about the exposure
to credit risk for not credit-impaired trade receivables which are assessed based on a collective basis
under lifetime ECL model and those assessed on an individual basis. Credit-impaired debtor with
gross carrying amount of approximately RMB21,346,000, RMB11,631,000 and RMB1,138,000 for
the years ended December 31, 2023, 2024 and 2025, respectively was assessed individually.

Internal credit rating As at December 31,
2023 2024 2025

Average Trade Average Trade Averuge Trade

loss rate receivables loss rate receivables loss rate receivables
RMB'000 RMB000 RMB'000

Lowrisk ........ 5% 215,771 5% 270,151 5% 388.924
Watch list . . ...... 31% s 49% 220 31% 674
Loss........... 2% 21,346 100% 11,631 100% 1,138
237,432 282,002 390,736
———— — ———

The estimated loss rates are estimated based on historical observed default rates over the expected life
of the debtors and are adjusted for forward-looking information that is available without undue cost
or effort. The grouping is regularly reviewed by management to ensure relevant information about
specific debtors is updated.
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3.3

The following table shows the movement in lifetime ECL that has

been recognised for trade

receivables.
Lifetime
ECL
(collective Lifetime Lifetime
assessment, ECL (not ECL
not credit credit (credit
impaired) impaired) impaired) Total
RMB'000 RMB'000 RMB'000 RMB000
At December 31, 2022 and
January 1,2023 ............ 12,323 573 22,087 34,983
Impairment losses reversed . . ... .. (1,815) 475) (6,637) (8,927)
Loss allowance write-off . ....... - () - ()
Exchange adjustments . . ........ 280 - - 280
At December 31, 2023 and
January 1,2024 . ... ........ 10,788 97 15,450 26,335
Impairment losses
recognised/(reversed) ......... 2,480 29 (3,819) (1,310)
Loss allowance write-off ........ (¢)) an - (18)
Exchange adjustments . . ... ..... 241 - - 241
At December 31, 2024 and
January 1,2035 .. .......... 13,508 109 11,631 25,248
Impairment losses
recognised/(reversed) . ........ 6,408 113 (158) 6,363
Loss allowance write-off. . . . ..... - (14) (10,335) (10,349)
Exchange adjustments . . ........ (469) - - (469)
At December 31,2025 .. ........ 19,447 208 1,138 20,793
—— - E———

The Group makes full provision for trade receivables when there is information indicating that the
debtor is in severe financial difficulty and there is no realistic prospect of recovery.

Movements in the loss allowance account in respect of other receivables during Track Record Period
are in Note 22.

Liquidity Risk

The Group intends to maintain sullicient cash and cash equivalents, Due to the dynamic nature of the
underlying business, the policy of the Group is to regularly monitor the Group’s liquidity risk and to

maintain adequate liquid assets such as cash and cash equivalents and term deposits or to retain
adequate financing arrangements to meet the Group’s liquidity requirements,

The tables below analyze the Group’s financial liabilities that will be settled into relevant maturity
groupings based on the remaining period at each balance sheet date to their contractual maturity date.
The amounts disclosed in the table are the contractual undiscounted cash flows.

Between 1 Between 2 Total
Less than and 2 and 5 Over carrying
1 year years years 5 years Total amount
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RAMB'000
As at December 31, 2023
Trade and notes payables . . . . 115,467 - - - 115,467 115,467
Accruals and other payables
(excluding non-financial
liabilities) . . ... ....... 53,396 - - - 53,396 53,396
Lease liabilities . . .. ... ... 1,798 840 2,520 2,310 7,468 6,496
Borrowings . ........... 52,608 13,629 91,987 - 158,224 145,050
223,269 14,469 94,507 2,310 334,555 320,409
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3.4

Between 1 Between 2 Total
Less than and 2 and 5 Over carrying
1 year years years 5 years Total amount

RMB'000 RMB'000 RMB000 RMB'000 RMB000 RMB'000

As at December 31, 2024
Trade and notes payables . . . . 207.578 - - - 207,578 207,578
Accruals and other payables

(excluding non-financial

liabilities) . . . . ........ 59,536 - - - 59,536 59,536
Other current liabilities

(excluding non-financial

liabilities) . . .. ........ 518 - - - 518 518
Lease liabilities . ., ........ 3,571 3,418 3,518 1,470 11,977 11,025
Borrowings ............ 99,265 58,843 31,924 - 190,032 182,298

370,468 62,261 35,442 1,470 469,641 460,955

Between1 Between 2 Total
Less than and 2 and 5 Over carrying
1 year years years 5 years Total amount

RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

As at December 31, 2025
Trade and notes payables . ... 266,229 - - - 266,229 266,229
Accruals and other payables

(excluding non-financial

liabilities) . . . . ........ 85,423 - - - 85,423 85,423
Other current liabilities

(excluding non-financial

liabilities) . . . ......... 409 - - - 409 409
Lease liabilities . . .. ...... 2,985 2,028 2,520 630 8,163 8,057
Borrowings ............ 331,128 55,762 40,490 - 427,380 416,562

686,174 57,790 43,010 630 787,604 776,680
—_— ] el I

The interest rate of borrowings and lease liabilities are disclosed in Note 26 and Note 17, respectively.
Capital Management

The primary objectives of the Group’s capital management are to safeguard the Group’s ability to
continue as a going concern and to maintain healthy capital ratios in order to support its business and
maximize shareholders® value.

The Group manages its capital structure in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the capital structure, the Group may
issue new shares, sell assets to reduce debt or raise additional funding from shareholders or banks as
and when necessary. The Group is not subject to any externally imposed capital requirements. No
changes were made in the objectives, policies or processes for managing capital during the years ended
December 31, 2023, 2024 and 20235.

The Group monitors capital on the basis of the debt to asset ratio as at December 31, 2023, 2024 and
2025 are as follows:

As at December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'000
Totalassets ... ......cvviviivnnnn.. 1,127,902 1,307,195 1,733,740
Total liabilities . ................... 388,369 534,948 875,930
Debttoassetratio . ................. 34.4% 40.9% 50.5%
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3.5 Fair Value Estimation

(a)

Determination of Fair Value and the Fair Value Hieravchy of Financial Instruments

This note provides information on how the Group determines the fair values of various
financial assets and liabilities.

For financial reporting purposes, fair value measurements are categorized into Level 1,2 or 3
based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as
follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;

. Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset or liability.

The Group

As at December 31, 2023 Level 1 Level 2 Level 3 Total

RMB'000 RMB'000 RMB000 RMB'000

Financial assets at fair value
through other
comprehensive income . . . .
— Notes receivables at
FVOCI (Note 14) . . .. - - 1,100 1,100

As at December 31, 2024 Level 1 Level 2 Level 3 Total
RMB'000 RAMB'000 RAMB'000 RMB000

Financial assets at fair value
through other
comprehensive income , . . .
— Notes receivables at
FVOCI (Note 14) . . .. - - 8,676 8,676

As at December 31, 2025 Level 1 Level 2 Level 3 Tatal
RMB'000 RMB'000 RMB'000 RMB'000

Financial assets at fair value
through other
comprehensive income . . . .
— Notes receivables at
FVOCI (Note 14) . ... - - 28,753 28,753
Other financial assets at fair
value through other

comprehensive income . . . - - 20,783 20,783
- - 49,536 49,536
SR N IR I

The Company

As at December 31, 2023 Level 1 Level 2 Level 3 Total
RMB000 RMB'000 RMB'000 RMB'000

Financial assets at fair value
through other
comprehensive income . . . .
— Notes receivables at
FVOCI (Note 14) . . .. - - 100 100
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(b)

(c)

The Group’s Valuation Process

For the financial assets and financial liabilities, including level 3 fair values, the Group’s
finance department performs the valuations for financial reporting purpose. The finance
department reports the valuation results to the management.

The changes in Level 3 assets are analyzed below:

Equity
investments Trade Notes
on unlisted Receivables receivables
entities at at FYOCI at FVOCI
FVOCI (i) (ii) (iii} Tatal
RAMB'000 RMB000 RMB'000 RMB'000
Opening balance as at
1 January 2023 ...... - 37,560 - 37,560
(Disposals)/additions . . . . - (39,537) 1,100 (38.437)
Changes in fair value
through profit or loss. . . - 1,977 - 1,977
Closing balance as at
31 December 2023. .. .. - - 1,100 1,100

Additions . .. ........ - - 7,576 1,576

Closing balance as at
31 December 2024 . . .. - - 8,676 8,676

Additions . .. ........ 21,086 - 20,077 41,163
Changes in fair value

through other

comprehensive income . . (303) - - (303)

Closing balance as at
31 December 2025 . ., . 20,783 - 28,753 49,536

®

(i)

(iii)

The fair values of unlisted equity instruments at FVOCI as at December 31, 2025 has
been arrived with reference to the valuation carried out on the date by an independent
qualified professional valuer not connected to the Group, using discounted cash flow
method.

The fair values of Trade receivables at FVOCI as at December 31, 2023, 2024 and 2025
were based on assumptions about risk of default and expected loss rates to determine
the expected loss. The Group uses judgment in making these assumptions and
selecting the inputs to the impairment calculation.

The fair value of bank acceptance notes receivables measured at FVOCI have been
calculated by discounting the expected future cash flows using rates currently
available for instruments with similar terms, credit risk and remaining maturities.
Given that the maturities are of a short-term nature, the impact of fair value changes
is immaterial.
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(d) Valuation Inputs and Relationships to Fair Value

Significant Relutionship of
Valuation unobservable Range of unobservable input(s) to
Fair value As at December 31, techniques input(s) inputs fair values

Description 2023 2024 2025
RMB'000 RA(B000 RMB'000

Notes receivables at 1,100 8,676 28,753 Discounted Discount rate  1.55%to 1.83%  Anincrease in discount

FvoCl. ...... cash flow rate would result in
method decrease in fair value,

Unlisted equity
investments at

and vice versa.

- - 20,783  Discounted Discount rate  12,32% An increase in discount
cash flow rate would result in
method decrease in fair value,

and vice versa.

(i) Other than described above, there were no significant unobservable inputs that
materially affect its fair values.

If the discount rate used had been 5% higher/lower for equity instruments measured at

FVOCI, the other comprehensive income for the year ended December 31, 2025 would have

been approximately RMBI,556,000 lower or RMB1,729,000 higher, respectively.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The Group continually evaluates the critical accounting estimates and key judgments applied based on
historical experience and other factors, including expectations of future events that are believed to be
reasonable,

The critical accounting estimates and key assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities are outlined below:

(2)

b

(c)

Allowance for Expected Credit Loss of Receivables

Except for certain trade receivables from customers with specific credit risk that management adopts
an individual impairment assessment approach, the Group uses a provision matrix to calculate ECLs
for trade veceivables. The loss allowances for receivables are based on assumptions about risk of
default and expected loss rates to determine the expected loss. The Group uses judgment in making
these assumptions and selecting the inputs to the impairment calculation. The historical loss rates are
adjusted to reflect the forward-looking information on macroeconomic factors as well as the credit
rating analysis of respective customers and other external data which have impacts to the ability ol
the customers to settle the receivables.

The Group takes into account different macroeconomic scenarios in considering forward-looking
information in Chinese mainland and abroad. The Group regularly monitors and reviews the key
macroeconomic assumptions and parameters related to the calculation of expected credit losses. The
Group has identified the Gross Domestic Product (“GDP”) of the countries in which it sells its goods
to be the most relevant factors, and accordingly adjusts the historical loss rates based on expected
changes in these factors.

Estimated Net Realizable Value of Inventories

In accordance with the Group’s accounting policy, the Group estimates net realizable value of
inventories based on specific facts and circumstances, For different types of inventories, it requires the
estimation on selling prices, costs of conversion, selling expenses and the related tax expense (o
calculate the net realizable amount of inventories. For inventories held for executed sales contracts,
management estimates the net realizable amount based on the contracted price. For raw materials and
work-in-progress, management has established a model in estimating the net realizable amount at
which the inventories can be realizable in the normal course of business after considering the
manufacturing cycles, production capacity and forecasts, estimated future conversion costs and
selling prices. Management also takes into account the price or cost fluctuations and other related
matters occurring after the end of the year which reflect conditions that existed at the end of each
year.

It is reasonably possible that if there is a significant change in circumstances including the Group’s
business and the external environment, outcomes would be significantly affected.

Property, Plant and Equipment and Intangible Assets — Estimated Useful Lives and Residual Values

The Group determines the estimated useful lives and residual values (if applicable) and consequently
the related depreciation/amortization charges for its property, plant and equipment and intangible
assets (excluding freehold land and goodwill). These estimates are based on the historical experience,
anticipated change of technology, market condition and the actual consumptions of related assets.
The depreciation/amortization charge will increase when useful lives are less than previously
estimated. In addition, technically obsolete or non-strategic assets that have been abandoned or sold
will be written off or written down.
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Actual economic lives may differ from estimated useful lives and actual residual values may differ
from estimated residual values. Periodic review could result in change in useful lives and residual
values and therefore change in depreciation/amortization expense in future periods.

Income Tax and Deferred Taxation

Estimation and judgment are required in determining the amount of the provision for income tax.
There are transactions and calculations for which the ultimate tax determination is uncertain during
the ordinary course of business. Where the final tax outcome of these matters is different from the
amounts that were initially recognized, such differences will impact on the income tax and deferred
taxation provisions in the period in which such determination is made.

Deferred tax assets are recognized for unused tax losses and deductible temporary difTerences to the
extent that it is probable that taxable profit will be available against which the losses and deductible
temporary difference can be utilized. Significant estimation is required in determining the
recoverability of deferred tax assets.

In the event that future tax rules and regulations or related circumstances change, adjustments to
current and deferred tuxation may be necessary which would impact on the Group’s results or
financial position.

5. OPERATING SEGMENT INFORMATION

(@

(b)

©

Description of Segments and Principal Activities

Operating segment is reported in 2 manner consistent with the internal reporting provided to the chief
operating decision maker (“CODM?"). The executive directors assess the financial performance and
position of the Group and make strategic decisions. The executive directors, which has been identified
as being the CODM, consists of the executive director, the chief financial officer and the managers for
each business unit. The CODM review the Group’s internal reporting in order to assess performance,
allocate resources, and determine the operating segment based on these reports.

For management purposes, the Group operates in one business unit based on its products and
services, and has one reportable segment being the segment which principally engages in the
development and commercialization of e-paper display modules.

Revenue from external customers

Year ended December 31,

2023 2024 2025
RMB'000 RMB’000 RMB’000
Revenue from contracts with customers
Atapointintime. . .................
—Saleofgoods . .................. 1,013,912 1,143,296 1,702,832
=Others (i) . . ... o i 6,380 3,890 7,639
Otherrevenue (i) ...........cccvn... 3,906 4,370 2,510
1,024,198 1,151,556 1,712,981
— — —
@ Others mainly represents sales of raw materials,
(ii) Other revenue represents lease income.

Revenue from Major Customers

The major customer who contributed 10% or more of the Group’s revenue for the years ended
December 31, 2023, 2024 and 2025 is set out below:

Year ended December 31,

2023 2024 2025
RMB'000 RMB’000 RMB'000
Solumandits affiliates .. ............. 519,631 417,705 495,114
CustomerB . ........ ... 170,627 190,646 324,183
CustomerF ... ....... ..., 119,657 N/A* N/A*
Customer A . ... ...ttt ennnnn N/A* 168,410 605,584

*  Less than 10% of the Group’s revenue in the respective years.
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(e)

o

Geographical Information

The Company is domiciled in Chinese mainland. The amount of the Group’s revenue from contracts
with customers by location is shown in the table below:

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'000

Chinesemainland. . . ................ 272,824 422,716 942,171
Vietnam. . .. ..o oottt e e e 519,661 417,308 546,402
Other Asian countries and regions (i} ...... 161,302 141,560 70,511
Europe . . ... oo it i e 69,576 169,035 134,202
Others . ..ttt it s i i e 835 937 19,695
1,024,198 1,151,556 1,712,981
b—— ] R

i) Other Asian countries and regions included Hong Kong, India, Japan, Malaysia, Singapore,
South Korea, Sri Lanka, the Taiwan region of China and United Arab Emirates.
Contract Liabilities

During the Track Record Period, the additions to the contract liabilities were primarily due to cash
collections in advance of fulfilling performance obligations, while the reductions to the contract
liabilities were primarily due to the recognition of revenues upon fulfillment of performance
obligations,

As at December 31,

2023 2024 2025
RMB'000 RMB'000 RMB000
Contract liabilities . . ... ............. 363 742 14,729

The following table shows how much of the revenue, which was included in the contract liabilities at
the beginning of the year, recognized during the Track Record Period relates to carried-forward
contract liabilities:
Year ended December 31,
2023 2024 2025
RMB"000 RMB'000 RAMB'000

Revenue recognized that was included in

the beginning balance. . . . ........... 775 358 715
——— e —

Management expects that the unsatisfied obligation of RMB358,000, RMB715,000 and
RMBI14,729,000 as at December 31, 2023, 2024 and 2025, respectively, will be recognized as revenue
during the next twelve months,

Accounting Policies and Significant Judgments for Revenue Recognition

The Group recognizes revenue when (or as) a performance obligation is satisfied, i.e., when control of
the goods or services underlying the particular performance obligation is transferred to the customer.

If control of the goods and services transfers over time, revenue is recognized over the period of the
contract by reference to the progress towards complete satisfaction of that performance obligation.
Otherwise, revenue is recognized at a point in time when the customer obtains control of the goods
and services.

When the consideration in a contract includes a variable amount, the amount of consideration is
estimated to which the Group will be entitled in exchange for transferring the goods or services to the
customer. The variable consideration is estimated at contract inception and constrained until it is
highly probable that a significant revenue reversal in the amount of cumulative revenue recognized
will not occur when the associated uncertainty with the variable consideration is subsequently
resolved.

If a customer pays consideration or the Company has a right to an amount of cousideration that is
unconditional, before the Company transfers goods or services to the customer, the Company
presents the contract liability when the payment is made. A contract lability is the Company’s
obligation o transfer goods or services to a customer for which the Company has received
consideration (or an amount of consideration is due) from the customer.
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® Products revenue

The Group are principally engaged in the R&D, design, production, and sales of electronic paper
display modules.

Revenue from domestic sales of products shall be recognized based on the sales contracts, settlement
vouchers and other documents generally upon the completion of products delivery and arriving to the
named place of destination and acceptance by the customers. Upon confirming the acceptance, the
customer has the right to sell the products at its discretion and takes the risks of any price fluctuation
and obsolescence and loss of the products.

Revenue from oversea sales of products shall be recognized based on the sales contracts, customs
decluration form, bill of lading, and other documents upon completion of customs declaration or
shipping out of the port and arriving to the named port or place of destination. Upon the completion
of customs declaration and obtaining the bill of lading or arrival to the named port or place of
destination, the customer has the right to sell the products at its discretion and takes the risks of any
price fluctuation and obsolescence and loss of the products.

OTHER INCOME

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RAMB'000
Government Srants . .. ... vttt e 13,208 7,707 7,137
Interestincome (i) . ......... ... ... 40 107 10
Others . ... v ittt it it i i e 21 40 79
13,269 7,854 7,226

i) The amount mainly comprises interest income on the Group’s term deposits with a maturity of over
three months, Interest income from cash and cash equivalent is included in “Finance (costs)/income,
net” (Note 10).

EXPENSE BY NATURE

Expenses included in cost of sales, general and administrative expenses, selling and marketing expenses and
research and development expenses are analyzed as follows:

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'000
Cost of inventoriessold (i) ................. 752,077 867,475 1,241,817
Employee benefit expenses (Note 9) . . .......... 126,561 133,192 200,783
Depreciation and amortisation . ... ........... 25,609 31,343 38,451
Impairment losses on inventories . . ... ......... 23,474 9,830 16,810
Uty CostS o v v v vt ettt it e et e e e e 12,220 10,963 20,359
Commission eXpenses . . o . v v v v v v e e n e 11,486 9,663 11,048
Transportation CoStS . . . v v v vt vttt et e e 3,799 6,259 9,756
OffICe EXPEIMSES « v v v v v v v vt e e e e e 4,843 4,712 6,468
Marketing, conference and traveling expenses . ..... 5,510 6,960 9,544
Taxesand Surcharges . .. ... ... ... ... ..0.... 4,885 4,405 4,295
Professional services and other consulting fees. . .. . . 8,238 3,096 3,392
Listingexpenses ... ..... .o innnenennnn - - 12,045
Insurance premium . ........ 00t eernenn. 2,661 3,277 3,054
Outsourced R&D. . . ... ... ... 1,050 6,584 8,289
Auditor’sremuneration . . ... ... .. . ... 969 529 972
Rental expenses for short-term leases and leases of

low-valueasset ... ... it nennnnnn. 727 300 310
Otherexpenses . . .. oo v ittt i i iient e 4,366 7,973 13.500
988,475 1,106,561 1,600,893

1 D T
(i) The amount of cost of inventories sold as stated herein excludes those included in the depreciation of

property, plant and equipment, depreciation of right-of-use assets, impairment of inventories,
employee benefit expenses, short-term lease expenses and transportation expenses.
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OTHER GAINS/(LOSSES), NET

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'000

Net foreign exchange differences . . ............ . 4,896 2,584 (4,182)

Donations . . . oo vttt e e e (50) - -

Penalties . .. ....... ... ... ... - - (1,776)
Net losses on disposal of property, plant and

equipment and other long-term assets. . . ....... - (111) (552)

Others . ... ... i i e, (260) (207) (860)

4,586 2,266 (7,370)

—_— ) — R

EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTOR’S REMUNERATION)

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'000

Salaries, wagesand bonuses . . ............... 93.752 104,261 154,825

Share-based compensation expenses . ... ... ... .. 5,891 2,186 5,920
Housing fund, medical insurance and

other social insurance . .................. 9,849 10,515 15,397

Pensioncosts (7). ... ..o v v i ittt e e, 8,793 10,394 15,610

Other employee benefits .. ................. 8,276 5,836 9,031

126,561 133,192 200,783

T D D

Q)] The Group is required to make contributions for its employees in the PRC to the state-sponsored

retirement plan at a certain rate based on the qualified salaries of the individual employees. The PRC
government is responsible for the pension liability of the retired employees.

During the years ended December 31, 2023, 2024 and 2023, no forfeited contributions were utilized by

the Group to reduce its contributions for the current year.
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Directors’ and Supervisors® Remuneration

Directors’ and supervisors’ remuneration for the year, disclosed pursuant to the applicable Listing
Rules and the Hong Kong Companies Ordinance, is as follows:

Salaries, Housing fund ~ Share-based Total
wages and Retirement and other  compensation  remuneration
Year ended December 31, 2023 Fecs bonuses benefits benefits expenses before tax
RMB000 RMB000 RMB00D RMB'000 RMB'00Y RMB000
Non-executive directors;
Ms. Wang Yang {ix). . . . .. - - - - - -
Mr. Li Zhongliang fix) . . . . - - - - - -
MrLinYefix). ....... - - - - - -
Mr., Ouyang Lingxiao (ix) . . . . - - - - - -
Executive directors:
Mr Zhou Afjun . ., . .. ... - 588 61 63 - ni
Mr. Wang Wenliang . . . . . . - 471 38 62 - 5N
Independent non-executive
directars:
Mr. Zeng Aimin. . . ..... 80 - - - - 80
MrFuRong .. ....... 80 - - - - 80
Mr. GuZhihea . . ... ... 80 - - - - 80
Supervisors:
Mr. Li Mengyang fix) . . . . . - - - - - -
Mr. Zhao Shouyang . . . . . . - 356 ki 55 87 536
Ms XieLiyuan , . . .. ... - 251 34 37 111 433
Total . . ........... 240 1,666 171 222 193 2,497
S S—
Salaries, Housing fond  Share-based Total
wages and Retirement and other  compensation  remuneration
Year ended Decemher 31, 2024 Fees bonuses benefits benefits expenses before tax
RMB00O RMB000 RMB00D RMB00D RMB00) RMB000
Non-executive directors:
Ms. Wang Yang fix). . . . . . - - - - - -
Mr. Li Zhongliang fi){ix) . . . . - - - - - -
MrLinYufix)........ - - - - - -
Mr. Ouyang Lingxiao fix) . . . . - - - - - -
Mr. Wang Xiao fii)fix) . . . . - - - - - -
Executive directors:
Mr. ZhouAfjun . . . . .. .. - 603 80 70 - 755
Mr. Wang Wenliang . . . . .. - 514 4 67 - 624
Independent non-executive
directors:
Mr. Zeng Aimin. . . ... .. 80 - - - - 80
Mr.FuRong .. ....... 80 - - - - 80
Mr. GuZhibua . ... .... 80 - - - - 80
Supervisors:
Mr. Li Mengyang fix) . . . . . -
Mr. Zhao Shouyang . . . . . . - 361 40 36 38 495
Ms. XieLiywan . . . .. ... - 275 38 40 48 401
Total ... ... .. 240 1,755 201 233 86 2515
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(b)

Salaries, Housing fund ~ Share-based Total
wages and Retirement and other  compensation  remuneration
Year ended December 31, 2025 Fees bonuses henefits benefits oxpenses before tax

RMB'000 RMBG0O RMB0OD RAMB000 RMB'000 RMB'000

Non-executive directors:

Ms. Wang Yang (ix) . ... .. - - - - - -
Mr.Ouyang Lingxido fix) . ... - - - - - -
MrLinYufis), ........ - - - - - -
Mr. Wang Xiao fix}. . . .. .. - - - - - -
Mr. Di Chen fiv)(ix) . ... .. - - - - - -
Executive directors:
Mr.ZhouAfjun . . . . ... .. - 826 85 L) - 985
Mr. Wang Wenliang . . . .. .. - 632 41 68 - 41
Independent non-executive
directors:
Mr. Zeng Aimin, . .. ... .. 80 - - - - 80
Mr.FueRong(v) ........ 80 - - - - 80
Mr. GuZhihwa fvi) . . .. ... 80 - - - - 80
Mr. Zhou Guofu (vii) . . . . . . 27 - - - - 2
Mr. Ruan Tianshi (viii) . . ... 60 - - - - 60
Supervisors:
Mr. Li Mengyang fixj(x) . . . . - - - - - -
Mr. Zhao Shouyang (x) . . . . . - 337 3 44 16 448
Ms. XieLiyuanfx) . . .. ... - 234 3 32 45 342
Total .. ... ... ..., 327 2,029 194 218 81 2,849
T SE— S N S E—
(i) Mr. Li Zhongliang resigned as & non-executive director of the Company on October 9, 2024
for personal development.
(ii) Mr. Wang Xiao was appointed as a non-executive director of the Company with effect from

October 9, 2024.

(iii) Mr. Ouyang Lingxiao resigned as a non-executive director of the Company on June 30, 2025
for personal development.

(iv) Mr. Di Chen was appointed as a non-executive director of the Company with effect from June
30, 2025.

W) Mr. Fu Rong resigned as an independent non-executive director of the Company on 6
September 2025 for personal development.

(vi) Mr. Gu Zhihua resigned as an independent non-executive director of the Company on 6
September 2025 for personal development.

(vii)  Mr. Zhou Guofu was appointed as an independent non-executive director of the Company
with effect from 6 September, 2025,

(viii) Mr. Ruan Tianshi was appointed as an independent non-executive director of the Company
with cffect from 6 September, 2025,

(ix) These non-executive directors and supervisors did not receive any remuneration from the
Group in relation to his services rendered for the Group.

x) These Supervisors were no longer Supervisors since 6 September 2025, as the Company
abolished its Supervisory Board and the role of Supervisor.

Directors’ and Supervisors® Other Benefits

No termination benefits were paid to the directors and supervisors of the Company by the Group in
respect of the director’s services as a director and a supervisor of the Group or other services in
connection with the management of the affairs of the Group during the Track Record Period.

No consideration provided to third parties for making available directors’ and supervisors® services
subsisted at the end of each reporting period or at any time during the Track Record Period.

There were no loans, quasi-loans or other dealings entered into in favor of directors, controlled bodies
corporate by and connected entities with such directors during the Track Record Period.

Save as disclosed in Note 38, there were no significant transactions, arrangements and contracts in
relation to the Group's business to which the Company was a party and in which a director and a
supervisor of the Company had a material interest, whether directly or indirectly, subsisted during the
Track Record Period.

~1-28 -



(c) Five Highest Paid Individuals

The five individuals whose emoluments were the highest in the Group for the years ended December
31, 2023, 2024 and 2025 include nil, nil and 1 directors respectively whose emoluments are reflected in
the analysis shown in Note 9(a) above. The emoluments paid to the remaining 5, 5 and 4 individuals
during the years ended December 31, 2023, 2024 and 2025, respectively, are as follows:

Wages, salaries and bonuses and benefits
in kind (including contributions to
pensionplans) ....... ... .. ..., ..

Share-based payments . . . ... ..........

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RAMB'000
3,301 3,903 2,478
2,786 1,077 2,632
6,087 4,980 5,110
E— — )

Details of the remuneration of the five highest paid employees who are neither a director nor a
supervisor of the Company during the Track Record Period are as follows:

Year ended December 31,

2023 2024 2025
HKDI1 to HKD3500,000 . .............. - - -
HKDS500,001 to HKD1,000,000 . . ........ 2 3 -
HKDI,000,001 to HKD1,500,000 . . ....... 1 2 2
HKD1,500,001 to HKD2,000,000 . . ....... 1 - 2
HKD2,000,001 to HKD2,500,000 . ........ I - -
5 5 4
e R S
FINANCE (COSTS)/INCOME, NET
Year ended December 31,
2023 2024 2025
RMB'000 RMB'000 RMB 000
Finance income:
Interest income from financial assets held for
cash management purposes . . .. ... ....vu... 4,616 5,826 971
Finance costs:
Interest expenses on lease liabilities .. .......... (360) (347) (318)
Interest expenses on bank borrowings . .......... (7,839) (5,955) (7,978)
Losses on the discounting of other financial assets
atFVOCI .. ... ... i it i e (1,681) 981) (1,370)
Net exchange (losses)/gains on foreign currency
borrowings . . ... ... i e e 259 - -
Less: capitalized financecosts (§) . ............ 1,041 - -
Financecoststotal . ..................... (8,580) (7,283) (9,666)
Finance (costs)lincome,net . . . ... ............ (3,964) (1,457) (8,695)
1
(i) The capitalisation rate used to determine the amount of borrowing costs to be capitalised is the

weighted average interest rate applicable to the entity’s specific borrowings during the year, which was

4.81% for 2023,
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INCOME TAX EXPENSE
The income tax expense of the Group during the Track Record Period are analyzed as follows:

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RAMB000
Current iINCOMELAX . . . v v v vttt e e 6,304 5,492 12,791
Deferred incometax ... ... . iin v inenns. 746 (4,223) 4,076
7,050 1,269 16,867

The Group is subject to income tax on an entity basis on profits arising in or derived from the jurisdictions in
which members of the Group are domiciled and operate.

(a)

(b)

©

)

PRC Corporate Income Tax

In accordance with the relevant regulations of the Enterprise Income Tax laws (the “EIT Law™) of the
PRC, the applicable statutory tax rate of the PRC subsidiaries is 25% unless those subject to tax
exemption set out below,

During the Track Record Period, one subsidiary of the Group was certified as a High and New
Technology Enterprise (“HNTE”) in December 2022 with validity until December 2025. The
subsidiary has reapplied successfully and obtained the new certificate on December 25, 2025.
Accordingly, the subsidiary applies the preferential CIT rate of 15% for the Track Record Period
based on the expected re-grant of HNTE certification.

One subsidiary of the Group obtained High and New Technology Enterprises certification (*HNTE")
in 2024 and hence it was entitled to a preferential CIT rate of 15% for the years ended December 31,
2024 and 2025.

This qualification is subject to review by the relevant tax authority in the PRC for every three years.

According to the relevant laws and vegulations promulgated by the State Taxation Administration of
the PRC, enterprises engaging in research and development activities are entitled to claim 175% from
2018 onwards (subsequently raised to 200% from 2022 onwards) of their research and development
expenses incurred as tax deductible expenses when determining their assessable profits for that year
(the “Super Deduction for research and development™).

Hong Kong Profits Tax

Hong Kong profits tax had been provided for at the rate of 16.5% on the estimated assessable profits
for the years ended December 31, 2023, 2024 and 2025,

Vietnam Profits Tax

One subsidiary of the Group in Vietnam is subject to Corporate Income Tax (“CIT") at the standard
rate of 20%. The subsidiary qualified as a small enterprise (with annual revenue exceeding VND 3
billion but not exceeding VND 50 billion in the preceding year) and therefore applied a preferential
CIT rate of 17%. The subsidiary is entitled to a tax exemption for the first two years, commencing
from the first year of generating taxable income, and a 50% reduction for the next four years.

No provision for the Vietnam Corporate Tax has been made for the years ended 31 December 2024 and
2025 as the Vietnam subsidiary has no assessable profits for both reporting periods.

OECD Pillar Two Model Rules

Amendments to IAS 12 “International Tax Reform — Pillar Two Model Rules” were issued on May
23, 2023 which are effective upon issuance and require retrospective application. The amendments
provide a temporary exception from deferred tax accounting for the income tax arising from tax law
enacted or substantively enacted to implement the Pillar Two model rules published by the
Organization for Economic Cooperation and Development (“OECD”).

The Group is within the scope of global minimum tax under the OECD Pillar Two model rules
(“Pillar Two”). Subject to tax legislation enacting Pillar Two Being passed in the jurisdictions where
the Company and its subsidiaries operate, the Group is liable to pay a top-up tax for any deficiency
between the minimum tax rate of 15% and the effective tax rate per respective jurisdiction. The Group
applies the IAS 12 exception to recognition and disclosure information about deferred tax assets and
liabilities relating to Pillar Two income taxes.

For those jurisdictions where the Pillar Two legislation was enacted but not effective at the reporting
date, the Group has no related current tax exposure, However, a subsidiary of the Company is located
in Vietnam, where Pillar Two legislation has been effective since | January 2024, and the Group’s
assessment indicates that there is no material related current tax exposure in this jurisdiction for the
years ended December 31, 2024,and 2025.
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13.

The income tax on the Group’s profit before income tax differs from the theoretical amount that
would arise using the enacted tax rate applicable to profits of the subsidiaries as follows:

Year ended December 31,

2023 2024 2025
RMB000 RAMB'000 RMB'000
Profit beforeincometax . . ... .......... 57,789 54,673 97,095
Income tax calculated at the domestic rates
applicable to profits in the country concerned 14,447 13,668 24,274
Tax cffect of:
Preferential income tax rates applicable to
the subsidiaries .................. (2,806) 4,960) (9,099)
Non-deductible expenses for tax purposes . . . . 3,268 695 1,703
Tax losses and other temporary differences not
recognized as deferred tax assets
(Note20) . ......... ... ..... 2,775 3,484 9,726
Super deduction for research and development
EXPEISES « v v v e e e i e e e (8,045) (10,521) (10,143)
Income not subject to tAX . . e (1,373) (448) (113)
Utilization of previously unrecognized tax
losses and temporary difference . . . ... ... (73D - -
Adjustments in respect of current tax of
previousperiods . .. ..., .. ... ... - (427) 713
Others . oottt ii i i et ieaannn (485) (222) (194)
7,050 1,269 16,867
IR I N
DIVIDENDS
Year ended December 31,
2023 2024 2025
RMB’000 RMB000 RMB'000
Interim dividends in respect of current year,
declared and paid during theyear (i) . .. ....... - 23,033 -
Total .. ..o e e - 23,033 -

R R S —
(i) Interim dividends attributable to owners of the Company in 2024 is RMB0.50 yuan per share (tax
inclusive), was approved by the shareholder in the extraordinary general meeting.
EARNINGS PER SHARE
(a) Basic Earnings per Share
The calculation of basic earnings per share is based on the following:

Year ended December 31,

2023 2024 2025
Profit attributable to ordinary shareholders of
the Company (RMB000) . ... ........ 50,739 53,404 80,493
Weighted average number of ordinary shares in
issue (thousands) . ........... .. ... 46,067 46,067 46,067
Basic EPS (RMB persharve) . ... ........ 1.10 1.16 1.75

(b) Diluted Earnings per Share

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary share.

For the years ended December 31, 2023, 2024 and 2025, the diluted earnings per share equal to basic
earnings per share as there was no potential ordinary share in issue.
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15.

~

FINANCTAL INSTRUMENTS MEASURED AT FVOCI
(a) Financial instruments at FVOCI
The Group
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB'000
Non-current:
~ Equity instruments at FVOCI (i) ...... - - 20,783
_————  e— —
Current:
— Notes receivables at FVOCI (ii) ....... 1,100 8,676 28,753
1,100 8,676 49,536
I RS P
The Company
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB000
Current:
— Notes receivables at FVOCI (ii) ....... 100 - -
—— — E—
) The above equity instruments were irrecoverably designated at fair value through other
comprehensive income as the Group considers these investments to be strategic in nature.
(ii) For cash management purposes, the Group derecognized part of its trade receivables through
non-recourse forfeiting arrangements, as well as discounted and endorsed part of bank
acceptance notes that qualified for derecognition. These trade and notes receivables were
classified and measured at fair value through other comprehensive income as they are held
within a business model with the objective of both collecting contractual cash Mows and
selling.
SUBSIDIARIES
During the Track Record Period, the Company’s subsidiaries are as follows:
Place of Share capital . )
incorporation aud registered! Equtytnerst el by the Compang
Name of subsidiary typeol legalentity  paid-up eapital As at December 31, Principal activities
01 2024 2005
Direct  Indirect  Direct Infirect  Direct Indirect
‘000
DKE (Fushen) Company PRC, limited RMB30,000 - lo0% - % - 100% R&D, manufacturing,
Limited liability company processing and sales
(RIABHEARAT) . | of e-paper display
modules
DKE (Fuyong) Company PRC, limited RMB108,000 100% - 100% - 100% - R&D, manufacturing,
Limited liability company processing and sales
(HIEEETHAR of e-paper display
Ry ... ..., modules
DKE {Longaing) Company PRC, limited RMB40,000 [00% - 100% - 100% - R&D, manviacturing,
Limited Tiability company processing and sales
(REHSHEHRAS) . | of e-paper display
modules
DKE (Shanghai) Company PRC, limited RMB30,000 100% - 100% - 100% - R&Dand sales of
Limited liability company e-paper display
(EFHR (LB modules; peovision of
HRAR) . ... ... technical services
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Place of Share capital . )
incorgoration and registredl Equity interest held by the Compan
Nante of subsidiary typeof legal entity ~ paid-up capital As at December 31, Principal activities
a3 104 025
Direct  Indirect  Direct Indirect  Direct  Indirect
000

DKE Company Limited PRC, limited RMB30,000 100% - 100% - 100% ~  Procurement and sales
(L ATHRIHE liability company of e-paper display
RRAR) ... ... modules and their raw

materials

Zhejiang Fufang Electranic PRC, limited RMB20,000 100% - 100% - 100% - No substantive business
Technelogy Co., Lid. liability company
(HITFRFHEAR
AA) ... L.,

DKE (Longyoug) PRC, limited RMBI,000 - - 90% 17 9% 10%  Sales of e-paper display
Company Limited liability company modules
(HELB)RE
ERAAN). .. ...

DKE ([Tong Kong) HK, limited ability ~ USDI3,000 - 100% - 100% - 100%  Procurement and
Co., Limited company overseas sales of
(IR e AR e-paper display
ARAR) ... modules and their raw

materials

DKE (Vietnam) International ~ Vietnam, limited VND 72,210,000 - - - 100% - 100%  Manufacturing,
Company Limited {b) . . liability company processing and sales

of e-paper display
modules

The statutory auditors of the above subsidiaries of the Group during the Track Record Period are set out
below:

Name of statutory auditors
2024

Name of subsidiary 2023 2025

Zhejiang Yaoxin -

I DKE (Fushen) Company fiang Yaoxin
ertified Public

Limited

Zhejiang Yaoxin
Certiffed Public

(LT PRHERRAT) (e) . .

Accountants Co., Ltd.

Accountants Co., Ltd.

2 DKE (Fuyong) Company Zhejiang Yaoxin Zhejiang Yaoxin -
Limited Certified Public Certified Public
(WL AT TR Accountants Co., Ltd, Accountants Co., Ltd,
HRAR) (e) ... ...

3 DKE (Longning) Company Liaoning Huasheng Zhongxi Certified Public -
Limited (K HpESFHE Certified Public Accounts LLP Dalian
HRARN(e) ... ... Accountants Co., Ltd. Branch

4 DKE (Shanghai) Company - Zhejiang Yaoxin -
Limited (A RHIR ( Lifp) Certified Public
BEAMAR) (dife) . . . Accountants Co., Ltd.

5 DKE Company Limited - - -
(AU R
FiWamy(e) ... ...,

6  Zhejiang Fufang Electronic - - -
Technology Co., Ltd.

(LT F TR
HRAR(c) .........
7 DKE (Longyong) Company - - -

Limited (58 (Li§) 35
HRAH) (a)
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Name of statutory auditors

Name of subsidiary 2023 2024 2025
8 DKE (HONG KONG) RICH MORAL CPA Confucius International  Confucius International
Company Limited LIMITED CPA Limited CPA Limited
CEHHER CEE) B
E{1 /N T)
9 DKE (Vietnam) International - Thang Long — T,D,K Cong Ty TNHH Kiem
Company Limited () . . . . . Auditing and Valuation ~ Toan Tu Van AAGroup
Co., Ltd — Ha Thanh
branch

()

(b)
(©)

(d)

(e)

®

The entity was established in 2024 and has not appointed an auditor to issue statutory financial
statements for the year ended December 31, 2024 and 2025,

The entity was established in 2024,

These entities has not appointed an auditor to issue statutory financial statements for the year ended
December 31, 2023, 2024 and 2025.

This entity has not appointed an auditor to issue statutory financial statements for the year ended
December 31, 2023,

The statutory auditors of these entities for the year ended December 31,2025 have not yet been
appointed.

The English names of the Chinese mainland companies are direct translation or transliteration of
their Chinese registered names.

The Company

Investments in subsidiaries

As at December 31,

2023 2024 2025
RMB’000 RMB'000 RMB'000
Deemed investments relating to
share-based payments .. ................. 15,038 16,730 25,112
Investments in subsidiarvies. . . ... .. ... .. ..... 190,000 200,900 200,900
205,038 217,680 226,012
-
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16.

PROPERTY, PLANT AND EQUIPMENT

The Group
Office Plant and Construction  Leaseliold
Buildings equipment machinery  Motor velicles  In progress  improventent Total
RMB000 RMB000 RMB000 RMB000 RMB000 RMB'000 RMB000
At January [, 2023
Cost .....oovvus 120,066 3,440 104,307 2,173 114,110 6,996 351,002
Accumulated depreciation . (11,763) (1,133) (29,157 (1,490) - (2,187 (45,752)
Carrying amounts . . . . . 108,303 2,285 75,150 683 114,110 4,809 305,340
T D SE— S SM— S R—
Opening carrying amounts . 108,303 2,285 75,150 683 114,110 4,809 305,340
Additions . . ... .... - 35t 19 390 48,617 6,706 36,083
Transfers from construction
inprogress ... .... 129,012 6,852 22,639 - (158,503) - -
Depreciation charges . . . (8,939) (1,087 (9,865) (361) - (1,311) (21,583)
Closing carrying
amounts . ... .... 228,336 8,401 87,943 12 4,24 10,204 339,840
IR N — T AR N
At December 31,2023
Cost ........... 249,078 10,643 126,965 2,563 4,24 13,702 07,175
Accumulated depreciation . (20,722) 2,242) (39,022) (1,851) - (3,498) (67,335)
Carrying amounts . . . . . 228,356 8,401 87,943 712 4,224 10,204 339,840
T ee— S SIS  MS— ——— S—
Office Plant and Construction  Leasehold
Buildings cquipment machinery  Motor vehicles  in progress  improvement Total
RMB'00D RMBO0D RMB000 RMBOND RMBO00 RMB000 RMBO0O
At Janvary 1, 2024
Cost ..o v n v 249,078 10,643 126,963 2,563 4,224 13,702 407,175
Accumulated depreciation . (20,722) 2,242 (39,022) (1,831) - (3,498) (67,335)
Carrying amounts . . . . . 228,356 8,401 87,943 m 4,224 10,204 339,840
— — S— — — —
Opening carrying amounts . 218,356 8,401 87,943 712 4,24 10,204 339,840
Additions . . . ... ... 890 207 106 23 71,320 1,403 73,954
Transfers from construction
inprogress . .. .... 1,567 1,233 7,853 - (10,657) - -
Transfers to canstruction in
progress . ... ... - - (2,292) - 2,292 - -
Disposals and others . . . . - 9) (140) - - (393) (742)
Depreciation charges . . . (11.900) (2,293} (10,381) (297) - (2,300 (27,1M)
Closing carrying amounts . . 218913 7,541 83,091 443 67,179 8,714 385,881
& s % @ Ok ¥ o =» ]
At December 31, 2024
Cost ........... 251,535 12,045 131,446 2,591 67,179 14,512 479,308
Accumulated depreciation . (32,622) (+,504) (48,353) (2,148) - (5.798) (93,427)
Carrying amounts . . . . . 218913 7541 83,091 443 67,179 8,714 385,881

—-1-35 -




Office Plant and Canstruction  Leaschold
Buildings equipment machinery  Motor velicles  in progress  improvenient “Total

RMB0OO RMBODD RABOOD RMB'0N0 RAMB'00D RMB000 RMB0OD

At January 1, 2025
Cosl .o v v vninn 231,533 12,043 131,446 2,591 67,179 14,512 479,308
Accumulated depreciation . (32,62) {4,504) (48,355) (2,148) - (3,798) (93,427
Carrying amounts . , . . . 218913 1,541 83,001 443 67,179 8,714 385,881
L s e @ = = 00 0 0= @ = 1
Opening carrying amounts . 218,913 1,541 83,001 443 67,179 8,714 385,881
Additions . . . ... ... 9,089 39 1,639 - 179,290 882 190,959
Transfers from construction
in progress . . ..... 56,442 2,408 181,774 - {240,624) - -
Transfers to construction in
progress . . ... ... - - (16,309) - 16,309 - -
Disposals and others . . . . - (5) (914) - - - 919)
Currency translation :
differences. . . ... .. 627) @) (798) - (499) - (1,932)
Depreciation charges . . . (12,790) (2,578) (15,999) (103) - (2,456) (33,926)
Closing carrying amounts . . 271,027 7417 232,484 340 21,655 7,140 540,063
—_——— e S S N S S————
At December 31, 2025
Cost oo vv v v e v e 316,424 14,459 179,233 2,591 21,655 15,475 649,839
Accumulated depreciation . (45,397 (7,042) (46,751) (2,251) - (8,335) (109,776)
Carrying amounts . . . . . 271,027 1417 232,484 340 21,655 7,140 540,063
" E——— S S S— S S—
(a) Property, plant, and equipment are stated at historical cost less accumulated depreciation and

accumulated impairment losses. Historical cost includes expenditure that is directly attributable to
the acquisition of the items,

Depreciation is calculated using the straight-line method to allocate their cost, net of their residual
values, over their estimated useful lives or, in the case of leasechold improvements, the shorter of lease
term as follows:

Buildings . . . ... vttt i e 20 years

Plant and machinery . ... .............. 3-10 years

Officeequipment . . .................. 3-10 years

Motorvehicles. . . ................... 4-5 years

Leasehold improvements. . . ............. Shorter of their useful lives and lease terms

See Note 40 for the other accounting policies relevant to property, plant and equipment.

(b) Depreciation of the Group’s property, plant and equipment has been recognized as follows:

Year ended December 31,

2023 2024 2025
RMB 000 RMB'0O00 RMB'000
Costofsales ..........c0iiuunnn. 13,703 14,814 20,640
General and administrative expenses . ... ... 6,659 10,394 10,971
Research and development expenses . ... ... 1,146 1,887 2,268
Selling and marketing expenses . ......... 75 76 47
21,583 27,171 33,926

(©) The Group has pledged buildings with carrying amount of approximately RMB213,933,000,
RMB218,479,000 and RMB206,702,000 as at December 31, 2023, 2024 and 2025, respectively to
secure bank borrowings (Note 26(b)) granted to the Group.

As at December 31, 2023, 2024 and 2025, the Group was still in the process of applying for the
ownership certificates for buildings and structures with a total carrying amount of RMB450,000,
RMB425,000 and RMBS55,591,000, respectively.
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17. LEASE

17.1

The Group as the lessee

(a) Amounts Recognized in the Consolidated Statements of Financial Position

The Group
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB000
Right-of-use assets
Landuseright . . .............. 41,906 47,991 46,747
Buildings . . ................. 6,671 10,968 6,446
48,577 58,959 53,193
L —— FER— fe———
Lease liabilitics
Current . .. oL e e e e e 1,560 3,218 3,241
Non-current . ..........c.o000.. 4,936 7,807 4,816
6,496 11,025 8,057
I A b e——————
® Additions to the right-of-use assets during the years ended December 31, 2023, 2024

and 2025 were approximately RMB160,000, RMB14,377,000 and nil, respectively.

(ii) The Group has pledged land use right with carrying amount of approximately
RMB34,992,000, RMB40,979,000 and RMB40,051,000 as at December 31, 2023, 2024
and 2025, respectively to secure bank borrowings (Note 26(b)) granted to the Group.

(h) The lease payments are discounted using the interest rate implicit in the lease. If that rate
cannot be readily determined, which is generally the case for leases in the Group, the lessee’s
incremental borrowing rate is used. The discount rate used during the years ended December
31, 2023, 2024 and 2025 were ranged from 4.75%, 3.45% to 4.75% and 3.45% to 4.75%.

(c) Amounts Recognized in the Consolidared Statements of Profit or Loss

The consolidated statements of profit or loss and the consolidated statements of cash flows
contain the following amounts relating to leases:

Depreciation charge of
right-of-use assets:
—Landuseright .............
—Buildings ................

Interest expense
(including in finance cost) .......
Expense relating to short-term and low
value leases not included in lease
liabilities . . .. ..............
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Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RAMB'000
927 1,051 1,090
3,071 2,945 3,096
3,998 3,996 4,186
I I I

Year ended December 31,

2023 2024 2025
RMB'000 RAMB'000 RMB'000
360 347 318
727 300 310
1,087 647 628
—




The total cash outflows for lease payments during the years ended December 31, 2023, 2024
and 2025 were approximately RMB5,911,000, RMB3,367,000 and RMB2,269,000,
respectively.

As a lessee, the Group leases properties, offices, and land use rights. Lease contracts typically
have fixed terms, ranging from 1 to 10 years for properties and offices, and 43 to 50 years for
land use rights. They are stated at cost less accumulated depreciation and accumulated
impairment losses.

See Note 40 for the other accounting policies relevant to lease.

17.2  The Group as the lessor

(a)

Operating Lease

(i) Lease Income
The Group
Year ended December 31,
2023 2024 2025
RMPB'000 RMB'000 RAMB'000
Leaseincome . .. ......... 3,906 4,370 2,510

(ii}  Assets leased out under operating leases

As at December 31,
2023 2024 2025
RMB'000 RMB’000 RMB'000
Property, Plant and Equipment . 20,001 18,569 11,983
Landuseright . .......... 5,315 5,189 2,817
25,316 23,758 14,800

(iii)  Undiscounted lease payments to be received arising from non-cuncelluble leases based on
the lease contract signed with lessee

As at December 31,

2023 2024 2025
RMB'000 RMB000 RAMB'000
Within lyear . .......... 4,352 3,330 1,512
Ito2years . . ....c..uu.. 3,152 3,152 -
2to3years ... .0 el 3,152 263 -
3todyears . ... ... 263 - -
10,919 6,745 1,512
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INTANGIBLE ASSETS
The Group

At January 1, 2023

87 - O

Year ended December 31, 2023

Opening carrying amounts . . . . .. oo v v e nnneennn

AddILIONS . o i i i it e e e et et e e e e e e

At December 31, 2023

[0 7 Ut

At January 1, 2024

L T O

Year ended December 31, 2024

Opening Carrying @aMOUNLS . . . v o v v it vt ettt e et e e et ne s e enanennsan
AddItIONS . . .ot e e e e e et e e e

Closing carrying amouUnts . . . . . ..ttt e ittt et ittt i e

At December 31, 2024

0 -] O
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Software
RMB'0D0

1,676
(364)

1,312

2,915
(610)

2,305
——

Software
RMB'0O00

2,915
(610)

2,305

2,305
138
@30

2,142

3,053
©11

2,142



At January 1, 2025
Cost

Year ended December 31, 2025

Opening carrying amoUnS « o o v v v vt it e et et et e e e e e

Additions

At December 31, 2025
Cost

Software
RAMB'00G

3,053
(O11)

2,142
————

2,142
899
(339)

2,702
3,952
(1,250)

2,702
R —

(a) Amortization expenses have been charged to the consolidated statements of profit or loss as follows:

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'000
General and administrative expenses . . ... .. 170 171 183
Research and development expenses . .. .. .. 62 80 92
Costofsales . .................... 14 50 64
246 301 339
R e —] R

(b) Amortization Methods and Periods
(i) Software

Acquired computer software licenses are capitalized on the basis of the costs incurred to

acquire the specific software.

The Group amortizes intangible assets with a limited useful life using the straight-line method

over the following periods:

Software

FINANCIAL INSTRUMENTS BY CATEGORY

10 years

The detail information of financial instruments by category during the Track Record Period is as below:

The Group

Financial asscts

Financial assets measured at fair value:
Notes receivables at FVOCI (Note 14)
Equity instruments at FVOCI (Note 14)

Financial assets measured at amortized cost:
Trade and notes receivables {Note 21)
Cash and cash equivalents (Nore 25)
Other receivables (Note22) . ... ............
Restricted cash (Note25) ... ..o i i
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As at December 31,

2023 2024 2025

RMB'000 RMB'000 RMB'000
1,100 8,676 28,753
- - 20,783
211,097 270,746 382,064
206,971 178,355 143,796
9,486 12,191 4,608
8,957 9,164 8,070
| S ——




Financial liabilities

As at December 31,

Financial liabilities measured at amortized cost:

Borrowings (Note26) . ..........
Trade and notes payables (Note 27) . . .
Lease liabilities (Note 17) . .. ... ...

Accruals and other payables (excluding non-financial

liabilities) (Note28) .. ... ......

The Company

Financial assets
Financial assets measured at fair value:
Notes receivables at FVOCI (Note 14) .

2023 2024 2025
RMB’000 RMBO0O0 RMB000
........ 145,050 182,298 416,562
........ 115,467 207,578 266,229
........ 6,496 11,025 8,057
........ 53,396 59,536 85,423

As at December 31,

Financial assets measured at amortized cost:

Cash and cash equivalents (Note 25) . .
Trade and notes receivables (Nore 21) .
Other receivables (Note22) . . ... ...
Restricted cash (Note25) .. .......

2023 2024 2025
RMB000 RMB'000 RMB'000
........ 100 - -
........ 3,096 10,486 305
........ 219 105 40
........ 245,265 228,643 222,321
........ - 462 486

As at December 31,

2023 2024 2025
RMB’000 RAMB'000 RMB’000
Financial liabilities
Financial liabilitics measured at amortized cost:
Trade and notes payables . ................ - - -
Accruals and other payables (excluding non-financial
liabilities) (Note28) . . ... ... .o . ’ 4,092 2,106 3,440
—— ———— ————
DEFERRED TAX

Deferred tax assets and liabilities are offset when there is a legally enforceable right of offsetting and when the
deferred income taxes relate to the same authority. The net amounts of deferred tax assets and liabilities after

offsetting are as follows:

As at December 31,

2023 2024 2025
RMB'000 RMB'000 RAMB'000

Gross deferred tax assets . . ... oo v v v e e .. 19,782 26,231 33,961
Offsetting against deferred tax liabilities ... ...... (11,152) (16,140) (26,175)
Netdeferred taxassets . ... ........ccouuu..n 8,630 10,091 7,786

1 T —— R
Gross deferred tax liabilities . . .. .. ... ... ..... 13,914 16,140 28,033
Offsctting against deferred tax assets . .. ... ..... (11,152) (16,140) (26,175)
Net deferred tax liabilities . ................. 2,762 - 1,858

S R P




The movements in deferred tax assets and liabilities before offsétting are as follows:

(a) Deferred Tax Asscts
Loss
provisions and Unrealized
impairment  Government internal Lease
Tax losses Teserves grants profits liabilities Others Total
RMB'O0D RMBO0) RMBO00 RMBO00 RMBO0Y RMBO00 RMB'000
AtJanuary ,2023 . ... ... .. 3,119 12,009 1,418 112 1,794 - 18,452
(Debited)/credited to profit or loss
Notel) .. ... ....... (2,450) 364 3,493 9 (170) - 1,330
At December 31,2023 . . . .. ... 669 12,373 4,911 205 1,624 - 19,782
— - — T US— MSU— E——
Atlanuary 1,204 . . .. ... .. 669 12,373 4911 205 1,64 - 19,782
Credited/(debited) to profit or loss
fNowell) .. .......... 1,397 2,564 1,380 (143) 1116 135 6,449
At December 31,2024 . . . .. ... 2,066 14,937 6,291 62 2,740 135 26,231
- i — L = = 1
AtJanuary 1,205 . ... ... .. 2,066 14,937 6,291 62 2,740 135 26,231
(Debited)/credited to profit or loss
(Notedl) ............ 5,053 (1,007) (360) 994 51 3,284 1817
Debited toequity . . . .. ... .. - 87 - - - (87)
At December 31,2025 . . .. .. .. 7121 13,843 5,131 1,036 2,791 3419 33,961
E—— S SES——— S— W  S— —
(b) Deferred Tax Liabilities

AtJanuary 1,2023 ... ... ... ... ... ...
Debited to profit or loss (Note 11) ... .....

At December 31, 2023

AtJanuary 1,2024 . .. ... .. ... ... ..
Debited to profit or loss (Note 11) . ... . ...

At December 31, 2024

AtJanuary 1,2025 . . ... .............
(Credited)/debited to profit or loss (Note 11)

At December 31, 2025
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Accelerated
Right of use tax
assets depreciation Total
RMB000 RMB'000 RMB'000
1,557 10,281 11,838
89 1,987 2,076
1,646 12,268 13,914
I S S——
1,646 12,268 13,914
1,066 1,160 2,226
2,712 13,428 16,140
———— I —— T —
2,712 13,428 16,140
(175) 12,068 11,893
2,537 25,496 28,033
T - - U
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(©) Deferred Tax Assets Not Recognized

The Group has not recognized deferred tax assets in respect of the items below, which were not likely
to generate taxable profit:

As at December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'O00
Tax 10SSes . .o v vt it it ittt i e 22,801 36,592 77,177
Deductible temporary differences . . .. ..... 15,146 7,572 7,695
37,947 44,164 84,872

The tax losses not recognized deferred tax assets can be carried forward in future years. As at
December 31, 2023, 2024 and 2025 the following table shows unused tax losses based on its expected
expiry date:

As at December 31,

2023 2024 2025
RMB'000 RMB'000 RMB000
2026 ... e 3,074 3,074 3,074
B 8,545 8,545 8,545
2028 L. e e e 11,182 11,182 11,182
2029 ... e e - 13,791 13,791
2030 ... e e - - 40,585
22,801 36,592 77,177

TRADE AND NOTES RECEIVABLES

The Group
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB'000
Notesreceivables . ... .. .. ... - 13,992 12,121
Tradereceivables . . . . ... ... ... ... .. ...... 237,432 282,002 390,736
Less: credit lossallowance . ... .............. (26,335) (25,248) (20,793)
211,097 270,746 382,064
N N I
(a) As at January 1, 2023, the carrying amounts of trade and notes receivables from contracts with
customers is amounting to RMB241,848,000 (nct of expected credit loss amounting to
RMB34,983,000).

(b) Notes receivables represent short-term bank acceptance notes receivables that entitle the Group to
receive the full face amount from the banks at maturity, which generally within 12 months from the
date of issuance. Historically, the Group had experienced no credit losses on notes receivables. The
Group from time to time endorses bank acceptance notes Lo suppliers in order (o settle trade payables.

For these notes, the directors believe that the Group has retained the substantial risks and rewards,
which include default risks relating to such Endorsed Notes, and accordingly, the Group continued to
recognise the full carrying amounts of the Endorsed Notes. As at 31 December 2023, 2024 and 2025,
the aggregate carrying amounts of the trade payables settled by such Endorsed Notes to which the
suppliers have recourse were nil, RMB518,000 and RMB409,000, respectively.
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(c) The normal credit term to the customers is generally ranging from 30 to 90 days. The aging analysis of
trade receivables based on revenue recognition date is as follows:
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB’000
Withinlyear .......... ... 215,771 270,151 388,924
Tto2years . .. v i i i it ieeneenns 13,389 33 467
203 YEAIS . it i 7,493 10,830 33
JLO4YCArS & i vttt e e 4 209 439
4EOSYEATS o ottt e e e, 342 4 200
OVEI'SYeArS o v v v v v vttt vn e i s e s en s 433 775 673
237,432 282,002 390,736
fe—— RS MR ——
The Company
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB'000
Tradereceivables . . . .. ... ... ...t 415 315 200
Less: credit lossallowance . ... ..........0... (196) (210) (160)
219 105 40
S b e T
The aging analysis of trade receivables based on revenue recognition date is as follows:
As at December 31,
2023 2024 2025
RMB'000 RAMB'000 RMB'000
LEO2Years ..o v ittt it ettt ettt ee e - - -
2E03YCAIS o v vt e e e 309 - -
JO4Years . . v vt e e e 4 209 -
FLOSYRATS & v ittt i et e e e 2 4 200
OVErSyears . ... ii i i e e enneneennns 100 102 -
415 315 200
I ——
PREPAYMENTS AND OTHER RECEIVABLES
The Group
As at December 31,
2023 2024 2025
RMB’000 RMB'000 RMB’000
Prepayments:
Prepayments for raw materials . ............. 43,583 37,986 231
Prepayments for operating expenses . . . . ... ... . 152 195 916
Other receivables:
Export tax refund receivables . . . . . ... ....... 5,089 10,875 3,665
Amounts due from third parties .. ........... 1,780 185 127
Deposits and warranties . . ... ............. 3,008 1,972 1,448
Others .. v oo v i vt ittt ittt iennnennns 404 250 250
Less: provision for impairment .. ............. (795) (1,091) (882)
53,221 50,372 5,755
D I N
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The loss allowances for other receivables for the years ended December 31, 2023, 2024, and 2025 reconcile to

the opening loss allowances are as follows;

Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RMB’000
Openingloss allowance . .. ................. 459 795 1,091
Loss allowance (reversed)/recognized. net . ... ..... 336 295 (209)
Effects of exchange ratechanges ... ........... - 1 -
Closing loss allowance . . . . . e e e s 795 1,091 882
R R R
The Company
As at December 31,
2023 2024 2025
RMB'000 RAMB’000 RAMB'000
Prepayments:
Prepayments for operating expenses . . . ... ..... - - 10
Other receivables:
Due from subsidiaries . .................. 240,265 228,643 222,321
Dividend receivable . . . .. ................ 5,000 - -
245,265 228,643 222,331
EE—— R P
OTHER CURRENT ASSETS AND OTHER NON-CURRENT ASSETS
The Group
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB'000
Other current assets
Deductibleinput VAT . . . . .. ... ... .. 1,488 1,910 2,542
Prepaid corporate incometax . ... ... ... 4,683 1,600 3,373
Capitalization of listingexpenses . . . ... ... ..... - - 2,562
Others . . . . vttt it i ittt ettt i e e et eea 947 453 2,061
7,118 3,963 12,538
R b TR
Other non-current assets
Prepayments for non-current assets . ........... 8,260 7,968 2,915
S — E———— ——
The Company
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB'000
Other current assets
Deductibleinput VAT . . . ... ... ... oo 3i6 370 1,245
Capitalization of listing expenses . . . ... ........ - - ,562
316 370 3,807
IS S —
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INVENTORIES
The Group

Raw materials

Finished goods
Work in progress
Outsourced processing materials
intransit ..., ... . o e e

Goods

Others

®

@)

(iif)

@)

As at December 31,

2023 2024 2025
RMB000 RMB000 RMB'000

166,646 174,623 253,150
86,711 126,394 244,346
22,780 56,543 66,934
3,305 10,000 -

238 5,464 11,685

3,090 2,526 4,633
(50,944) (54,672) (35.426)
231,826 320,878 525,322
——— T — ——

The cost of inventories carried forward to the profit or loss during the year is mainly recognized as the
cost of sales. For the years ended December 31, 2023, 2024 and 2025, the cost of inventories carried
forward to the cost of sales amounted to approximately RMB830,006,000, RMB950,260,000 and

RMBI,401,855,000, respectively.

Provision/reversal for inventories recorded as cost of sales during the years ended December 31, 2023,
2024 and 2025 were RMB23,474,000, RMBY.830,000 and RMB16,810,000, respectively.

The written off of provisions for inventories during the years ended December 31, 2023, 2024 and
2025 were RMBG,845,000, RMBG6,101,000 and RMB16,033,000, respectively.

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

Cash and Cash Equivalents
The Group

Cash and bank balances
Less: restrictedcash (i) . . .............

Cash and cash equivalents . ... ..........

The Company

Cash and bank balances
Less: restrictedcash (i) . . .............

Cash and cash equivalents . . .. ..........

As at December 31,

2023 2024 2025
RMB’000 RAB'000 RMB’000
215,928 187,519 151,866
(8,957) 9,164) (8,070)
206,971 178,355 143,796
I— —— S
As at December 31,
2023 2024 2025
RMB'000 RMB’000 RMB'000
3,096 10,948 791
- (462) (486)
3,096 10,486 305
———— ——— ——

(i) As at December 31, 2023, 2024 and 2025, the Group’s bank deposits amounting to
RMB4,898,000, RMB1,474,000 and RMB1,800,000 were pledged as a guarantee for the bank
acceptance notes, letters of guarantees and letter of credit granted to the Group.

As at December 31, 2023, the Group’s term deposits amounting to RMB4,059,000 were
pledged as a guarantee for the bank acceptance notes.

As at December 31, 2024 and 2025, another RMB7,690,000 and RMB6,270,000 deposits
placed with banks were temporarily frozen for pending litigations.
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(b) Cash and Bank Balances are Denominated in:

The Group
As at December 31,
2023 2024 2025
RMB'000 RAMB'000 RMB000

RMB ... .. i 78,594 99,614 116,630
USD ..t i e 137,334 87,723 29,513
VND .. e - 133 5,611
HKD ... i - 49 112

215,928 187,519 151,866

TR IR R —
The Company
As at December 31,

2023 2024 2025
RMB'000 RMB'000 RMB'000
RMB . ... i i 3,083 10,948 791
USD .. it i e 13 - -
3,096 10,948 791

TR I — |
BORROWINGS
The Group
As at December 31,

2023 2024 2025
RMB 000 RAMB000 RMB'000
Non-current
Bank borrowings
—Secured and guaranteed . ................. 97,460 - -
— Secured and unguaranteed . . .. ... .. 0.0 ..., - 87,342 53,203
— Unsecured and unguaranteed ... ............ 509 - 40,070
97,969 87,342 93,273

e N I —
Current
Bank borrowings
~Secured and guaranteed .. ... ... ... ... ..., - 1,482 -
—Unsecured and guaranteed . . . ... ... oo, 36,042 64,313 -
— Secured and unguaranteed . . ... ... . ... ... 10,014 28,159 76,955
— Unsecured and unguaranteed . . ............. 1,025 1,002 246,334

47,081 94,956 323,289

{a) As at December 31, 2023, 2024 and 2025, the annual interest rate of short-term borrowings was
ranged from 3.20% to 4.75%, 2.20% to 4.65% and 1.24% to 3.00%, respectively.

As at December 31, 2023, 2024 and 2025, the annual interest rate of long-term borrowings was ranged
from 3.20% to 4.90%, 3.80% and 2.60% to 3.80%, respectively.

(b) As at December 31, 2023, secured or guaranteed bank borrowings mainly included: (i) borrowings
with a principal equivalent to approximately RMB97,330,000 guaranteed by Mr. Zhou Aijun, the
Company, and secured by the land use right and buildings; (ii) borrowings with a principal equivalent
to approximately RMB32,000,000 guaranteed by Mr. Zhou Aijun and the Company; (iii) borrowings
with a principal equivalent to approximately RMB4,000,000 guaranteed by Mr. Zhou Aijun; (iv)
borrowings with a principal equivalent to approximately RMB10,000,000 secured by the Group’s
certain patents.
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As at December 31, 2024, secured or guaranteed bank borrowings mainly included: (i) borrowings
with a principal equivalent to approximately RMB1,476,000 guaranteed by Mr. Zhou Aijun, the
Company, and secured by the land use right and buildings; (ii) borrowings with a principal equivalent
to approxihnately RMB43,367,000 guaranteed by Mr. Zhou Aijun and the Company; (iii) borrowings
with a principal equivalent to approximately RMB104,238,000 secured by the land use right and
buildings; (iv) borrowings with a principal equivalent to approximately RMB20,540,000 guaranteed
by Mr. Zhou Aijun; (v) borrowings with a principal equivalent to approximately RMBI1,097,000
secured by the Group’s certain notes receivables.

As at December 31, 2025, secured bank borrowings mainly included: (i) borrowings with a principal
equivalent to approximately RMB129,953,000 secured by the land use right and buildings.

During the Track Record Period, all these guarantees provided by the ultimate controlling person Mr.
Zhou Aijun, were released in August 2025 and were replaced by pledges of specific assets.

©) As at December 31, 2023, 2024 and 2025 the Group’s borrowings were repayable as follows:

As at December 31,

2023 2024 2025
RMB000 RMB'000 RMB'000
WithinIyear ..................... 47,081 94,956 323,289
Between land2years . .. ............. 9,194 56,067 53,203
Between2and Syears . ... ... ... ... ... 88.775 31,275 40,070
145,050 182,298 416,562

(d) Fair value

For the majority of the borrowings, the fair values are not materially different from their carrying
amounts, since either the interest payable on those borrowings is close to current market rates, or the
borrowings are of a short-term nature.

TRADE AND NOTES PAYABLES

The Group
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB'000

Trade and notes payables
—~Tradepayables . . . ... . ..., 107,572 206,966 266,229
—Notespayables . .. ..................... 7,895 612 -

115,467 207,578 266,229

An aging analysis of the trade payables based on the invoice date as at the end of the reporting period was as
follows:

As at December 31,

2023 2024 2025
RMB000 RMB'000 RMB'000
WithinLyear . .. ... i iien 106,564 205,998 266,198
[to2years ... v v it ittt e e e e e 1,008 318 10
203 YEALS L vt i it e e e e e - 650 21
107,572 206,966 266,229
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29.

30.

ACCRUALS AND OTHER PAYABLES

The Group
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RAMB000
Salaries, wages and benefits .. ............... 23,143 23,726 29,081
Payables for construction and equipment . ........ 43,547 51,766 73,999
Accruals and otherpayables . .. .............. 8,714 6,380 10,070
Taxes other than income tax payables . .......... 3,613 4,724 2,910
Depositspayables .. ...............cvv... 1,135 1,390 1,354
80,152 87,986 117,414
—— — ———
The Company
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB0ON
Accruals and otherpayables . . ... ............ 4,090 2,104 3,440
Salaries, wages and benefits ... .............. 509 545 626
Taxes other than income tax payables . .......... 71 12 13
Depositspayables .. ..................... 2 2 -
4,672 2,663 4,079
R b - IR
PROVISIONS
The Group
As at December 31,
2023 2024 2025
RMB'000 RMB000 RMB'000
Outstanding litigation (i) .................. - - 10,684
G ——— ——
(i) The outstanding litigation is related to a construction engineering contract.

Provisions in respect of cases for which the ultimate outcome can be reliably estimated based on the
advice from appointed legal counsel and the progress of such cases.

OTHER CURRENT LIABILITIES
The Group

As at December 31,

2023 2024 2025
RMB'000 RMB 000 RMB000
Other current liabilities:
Recourse obligations (i) .. ................. - 518 409
Other taxto berecognized . . .. .............. 10 88 213
10 606 622

b R —
@) The Group settled part of its trade payables by endorsing notes receivables to the suppliers. Given that

the suppliers retain the right to demand payment from the Group if the notes issuer or a prior holder
fails to pay the notes, this created a recourse obligations to the Group.
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31. DEFERRED INCOME
The Group
As at December 31,
2023 2024 2025
RMB'000 RAMB'000 RMB000
Government Srants . .. .. v vt i et e e, 36,012 40,575 37,394
— N —
The movements of deferred income for the Track Record Period are as follows:
As at December 31,
2023 2024 2025
RMB'000 RMB’000 RMB'000
At the beginningof theyear . . ... ............ 13,040 36,012 40,575
Grants received during theyear . . . ... ......... 24,646 7,510 400
Amounts released to profit or loss during the year . . . (1,674) (2,947) (3,581)
Attheendoftheyear .. ... ......... oo, ... 36,012 40,575 37,394
——— —— e ——
32, SHARE CAPITAL
The Group and the Company
Year ended December 31,
2023 2024 2025
Share Number Share Number Share Number
capital of shares capiral of shares capital of shares
RM B'000 000 RMB'0O0U "000 RMB0OO0 ‘000
At the beginning of the year .. ... 46,067 46,067 46,067 46,067 46,067 46,067
Attheend of theyear ......... 46,067 46,067 46,067 46,067 46,067 46,067
I SE—— S— S — S—
33. SHARE INCENTIVE SCHEME

In November 2020, the shareholders’ meeting of the Company passed a resolution to adopt incentive plan
(the #2020 Employee Share Incentive Scheme”) in order to attract and retain senior management and
employees for the continual operation and development of the Group. Pursuant to the Employee Share
Incentive Scheme, 1,347,000 shares of the Company were issued to two employee incentive platforms, namely
Jiaxing Longguan Advisory Management Partnership (Limited Partnership) ¥ E BT E 41 o8
(FHIRAEH) and Jiaxing Longxi Advisory Management Partnership (Limited Partnership) 375U SR Sy S04 30
BB L (TREB), at the price ranging from RMB7 to RMB19 per share.

In May 2024, the board meeting of the Company passed a resolution to adopt incentive plan (the “2024
Employee Share Incentive Scheme™) in order to attract and retain senior management and employees for the
continual operation and development of the Group. Pursuant to the Employee Share Incentive Scheme, the
1,462,500 shares of the company are indirectly held by the gencral partner through the employee equity
incentive platform. namely Dalian Longgu Investment Advisory Management Partnership (Limited
Partnership) KA LM MER S PR (RSP, and are being allocated as employee equity
incentives at RMB16.8 per share.

In September 2025, the shareholders’ meeting of the Company passed the revised the 2020 Employee Share
Incentive Scheme and the 2024 Employee Share Incentive Scheme (the “2025 Employee Share Incentive
Scheme™), Pursuant to the Employee Share Incentive Scheme, the 1,462,500 shares and 282,000 shares of the
company are indirectly held by the general partner through the employee equity incentive platforms, namely
Dalian Longgu Investment Advisory Management Partnership(Limited Partnership) < #ifHi 23 8 ¥E54 M4F 28
AR (AT RAHS) and Jiaxing Longxi Advisory Management Partnership (Limited Partnership)FRUR
WEE B LY (FIRA ) respectively, and are being allocated as employee equity incentives at
RMBI16.77 per share.
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Before September 2025, each grant of share awards needs to meet service requirements from the date of grant
to the later of three years since the date of the company’s listing on the A-share market (the “Service Period”).
In Seplember 2025, the sharcholders’ meeting of the Company passed the revised the 2020 Employce Share
Incentive Scheme and the 2024 Employee Share Incentive Scheme, each grant of share awards needs to meet
service requirements from the date of grant to the later of two years since the date of the company’s listing on
the H-share market (the “Service Period™). After taking into consideration of the best estimation of the Share
Incentive Scheme, the management determined the vesting period of the relevant restricted shares based on
the above performance conditions and service requirements. As such, the share-based payment expenses are
amortized during the vesting period.

Details of granted shares during the Track Record Period are as follows:

Number of Subscription

restricted price per Fair value per
Date of grant shares share share
('000)
June28,2024 . .. ... .. e 205 RMBI6.80 RMB51.91
September 6,2025 . .. ... ... L. oo, 291 RMBI16.77 RMB65.22
Total ..o i e e e 496
e —

The fair value of services received in return for a share award granted is measured by reference to the fair
value of the share award granted less the subscription price. The fair value of the share award granted is
measured as the market value at the grant date.

As for the 2020 Employee Share Incentive Scheme, the fair value of the share award granted at grant date is
determined by the price of the most recent external investor’s capital increase and shareholding.

As for the 2024 Employee Share Incentive Scheme and 2025 Employee Share Incentive Scheme, the fair value
of the share award granted at grant date has been arrived with reference to the valuation carried out on the
date by an independent qualified professional valuer not connected to the Group, using Guideline Public
Company Method under market approach.

Sct out below are details of the movements of the outstanding restricted shares granted under the Employee
Share Incentive Scheme throughout the Track Record Period.

The number of share granted to the Group’s incentive participants is summarized as follows:

Year ended December 31,

2023 2024 2025
(000) (’000) {’000)
At the beginningof theyear . . . ... ........... 1,863 1,749 1,879
Granted . . ... e e e - 205 291
Forfeited . ..........c.c0iiiiiiinnnnnn. (114) (75) (156)
Attheendof theyear . .. ... ............... 1,749 1,879 2,014

During the years ended December 31, 2023, 2024 and 2025, equity-settled Share-based payment
compensation expenses of RMBS5,891,000, RMB2,186,000 and RMBS5,920,000 were charged to profit or loss,
respectively.

The weighted average remaining contractual lives for the outstanding restricted shares granted were 4 years, 7
years and 2.25 years as at the end of cach of the Track Record Perviod, respectively.

RETAINED EARNINGS

The Group
Year ended December 31,
2023 2024 2025
RMB000 RMB'000 RMB000

At the beginning of theyear. . . .. ............ 240,829 291,568 319,282
Netprofit . ...ttt ettt et e ine e 50,739 53,404 80,493
Dividends (Note 12) . ... ... i, - (23,033) -
Appropriation to Statutory reserves . .. ......... - (2,657) -
At the end of theyear . ...... e e e e 291,568 319,282 399,775
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The Company

Year ended December 31,

At the beginning of theyear . . .. .............

Net (losses)/profit
Dividends (Note 12)
Appropriation to statutory reserves

At the end of the year

OTHER RESERVES
The Group

Balance at January 1,202 . . ... ...

Currency translation differences
Share-based payment scheme:
— Share-based compensation expenses .

Balance at December 31, 2023

Balance at January 1,2024 . . . .. ...

Currency transtation differences
Share-based payment scheme:

~ Share-based compensation expenses .
Appropriation to statutory reserve . . . .

Balance at December 31, 2024

Balance at January 1,2025 . . . .. ...

Currency translation differences
Share-based payment scheme:
— Share-based compensation expenses .
Changes in fair value of financial
assets at FVOCI

2023 2024 2025
RMB'000 RMB'000 RMB'000
1.554 692 1,570
(862) 206,568 (13,100)
- (23,033) -
............ - (2,657) -
692 1,570 (10,531)
E—— E——
Other
Share Capital Statutory comprehensive
premium reserves reserve income reserve Total
RMB000 RMB000 RMB'000 RMB'000 RMB'000
385,880 10,186 646 9 396,721
- - - (714) (714)
- 5,801 - - 5,81
385,880 16,077 646 (705) 401,898
- T e S S—
Other
Share Capital Statutory comprehensive
premium reserves reserve income reserve Total
RMB'000 RMB'O00 RMB'000 RMB'000 RMB'000
385,880 16,077 646 (705) 401,898
- - - 157 157
- 2,186 - - 2,186
- - 2,657 - 2,657
385,380 18,263 3,303 {548) 406,398
veT— R S S S—
Other
Share Capital Statutory comprehensive
premium reserves reserve income reserve Total
RMB000 RMB000 RMB'000 RMB'000 RMB'000
385,880 18,263 3,303 (548) 406,898
- - - (1,517) (1,517)
- 5,920 - - 5,920
- - - (303) (303)
385,880 24,183 3,303 (2,368) 410,998
— — — eeeererarers S e e S et
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The Company

Balance at January 1,2023 . ........

Share-based payment scheme:

— Share-based compensation expenses . . . .

Balance at December 31,2023 .. ... ..

Balance at January 1,2024 . ... ... ..

Share-based payment scheme:

~ Share-based compensation expenses . . . .
Appropriation to statutory reserve . . . .

Balance at December 31,2024 . ... ...

Balance at January 1,2025 . . .......

Share-based payment scheme:

~ Share-based compensation expenses . . . .

Balance at December 31,2025 .. ... ..

-1-53 -

Share Capital Statutory
premium Reserves reserve Total
RMB'000 RAMB’000 RAMB'000 RMB000
e 385,880 10,186 646 396,712
- 5.891 - 5,891
e 385,880 16,077 646 402,603
——— — —— ——
Share Capital Statutory
premium reserves reserve Total
RMB'000 RMB’000 RMB'000 RMB’000
. 385,880 16,077 646 402,603
- 2,186 - 2,186
- - 2,657 2,657
ce 385,880 18,263 3,303 407,446
L——— N - ]
Share Capital Statutory
premium reserves reserve Total
RMB'000 RMB000 RMB'000 RMB'000
ce 385,880 18,263 3,303 407,446
- 5,920 - 5,920
ce 385,880 24,183 3,303 413,366
I e S E— Se—
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NOTES TO CONSOLIDATED STATEMENTS OF CASH FLOWS

6]

(O]

Reconciliation of Profit before Income Tax to Net Cash Generated from Operations:

Profit before income tax for the year . ... ...

Adjustments for;

Interestincome . . . ... v vt i vt v e
Financecosts . .. ..o v v i i v nnunnns

Depreciation and amortization of

non-Current assets . . . . v v v v v v v o v ua v

Net losses on disposal of property, plant and

equipment and other non-current assets . . , .

(Reversal of impairment losses)/impairment

losses on financialassets . .. ..........
Impairment provision for inventories . . . . . . .
Share of loss of associates,net . .........
Gains on disposal of financial assets . . .. ...
Net foreign exchange (gains)/losses . . . ... ..
Share-based compensation expenses .. ... ..
Others . .... .. it nnans

Change in working capital:

Decrease/(increase) in receivables . . . ... ...
Increase/(decrease) in payables . .........
Increase in inventories . . . ... ..........

Non-Cash Activities

Purchase of inventorics and long-term

assets by acceptancenotes . ... ........

Additions of right-of-use assets by way of

leasing liabilities (Note 17) . .. ... .....
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Year ended December 31,

2023 2024 2025
RMB'000 RMB'000 RMB000

57,789 54,673 97,095
(4,616) (5,826) M)
8,580 7,283 9,666
25,609 31,343 38,451

- 1 552

(10,568) (1,015) 6,154
23,474 9,830 16,810
2,393 - -
- @n (85)

(4,896) (2,584) 4,182
5,891 2,186 5,920
(1,675) (2,945) -
15,037 (67,597) (169,743)
84,935 91,968 91,915
(6,381) (98,782) (218,124)
195,572 18,618 (118,178)
e ee— R

Year ended December 31,

2023 2024 2025
RMB'000 RMB000 RAMB000
7,785 14,428 61,803
160 14,377 -
e A —Ehe— S——




37.

(©)

Net Debt Reconciliation

Bank Lease
borrowings liabilities Total
RMB'000 RAB'000 RMB'000

AtJanuary 1,2023 . . ... .. ... ... ..... 220955 10,928 231,883
Financing cashflows ................ (71,030) (4,953) (75,983)
Intevestpaid. . .. ... ..., (9,801) - (9,801)
Interestaccrued . ...........cc0 0. 9,678 360 10,038
Other non-cash movements . . . ... ....... (4,752) 161 4,591)
At December 31,2023 ... ............. 145,050 6,496 151,546

. S ——
AtJanuary 1,2024 ., . . ............... 145,050 6,496 151,546
Financingcashflows ................ 37,734 (3,059) 34,675
Interestpaid. . ... ... . vt (5,908) - (5,908)
Interest accrued . .......... e e e e 6.448 347 6,795
Other non-cash movements . . . . . e e (1.026) 7,241 6,215
At December 31,2024 . ... ... ......... 182,298 11,025 193,323

———— — ———
AtJanunary 1,2025 . . . ... ... i i e 182,298 11,025 193,323
Financingcashflows ................ 267,263 (1,735) 265,528
Interestpaid. . ... ... v i iie i (8,277) - 8,277
Interestaccrued . ..........0c0veuns 8,869 318 9,187
Other non-cash movements . . . .. ........ (33,591) (1,551) (35,142)
At December 31,2025 , . .............. 416,562 8,057 424,619

E—— —— I—

CONTINGENCIES AND COMMITMENTS

371

37.2

Contingencies

The Group and the Company have contingent liabilities in respect of claims or other legal procedures
arising in its ordinary course of business from time to time. As at December 31, 2023, 2024 and 2025,
the directors of the Company did not anticipate that any material liabilities will arise from the
contingent liabilities other than those provided for in the Financial Information.

Capital Commitments

The following shows the major capital commitments of the Group:

As at December 31,

2023 2024 2025
RMB'000 RAMB'000 RAMBO0D
Property, plant and equipment and
intangible assets commitments:
— Contracted, but not providedfor . . . .. .. 2,771 32,020 23,210
e e—— R R
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38. RELATED PARTY TRANSACTIONS
(a) Names and Relationship with Related Parties

Related parties are those parties that have the ability, directly and indirectly, to control, jointly control
or exercise significant influence over the other party in making financial and operating decisions.
Parties are also considered to be related because they are subject to common control and common
joint control in the controlling shareholder's families. Members of key management and their close
family member of the Group are also considered as related parties.

The directors of the Company are of the view that the following parties were significant related
parties of the Group that had transactions or balances with the Group for the years ended December
31, 2023, 2024 and 2025:

Name of the related parties Relationship with the Group

Mr. Zhou Afjun .. .............. Ultimate Controlling Persons of the Group

Plastic Logic HK Limited . ......... An associate of the Group

PL GermanyGmbH ............. A fellow subsidiary of the associate of the Group

Shenzhen Guohua Optoelectronic Tech, An independent non-executive director of the
Co., Ltd. (FHI T BIZER BRI Company is the ultimate controlling shareholder of
HRAFD) ... . this entity. (i)

(i) ‘This independent non-exccutive director was resigned from the position of company director

in February 2022 for personal developnient. Since then, the Company’s related relationship
with Shenzhen Guohua Optoelectronic Tech. Co., Ltd was terminated. However, following his
reappointment as an Independent Non-executive Director in September 2025, the related
relationship with the Company has been reinstated,
The following transactions and balances were carried out between the Group and its related parties during the
Track Record Period. In the opinion of the directors of the Company, the related party transactions were
carried out in the normal course of business and at terms negotiated between the Group and the respective
related parties. In addition to those disclosed elsewhere in the Historical Financial Information, the Group
has the following transactions with related parties:

(b Material Transactions with Related Parties
Year ended December 31,
2023 2024 2025
RMB000 RMB'000 RMB'000

Purchase of goods from a fellow subsidiary of
the associate of theGroup . . . .. ... .. .. 3,150 - -

e 1 I —— S
Year ended December 31,
2023 2024 2025
RMB000 RMB’000 RMB'000

Sales of goods to an associate of the Group . . - — -
Sales of goods and rendering of services to
a fetlow subsidiary of the associate of the
Group .. oo vttt
Sales of goods to a executive director of
the Company is the ultimate controlling
shareholder of thisentity ............ - - 375

w
12
wn
I
|
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Balance with Related Parties

As at December 31,

2023 2024 2025
RMB'000 RAMB'000 RMB000
Trade nature
Trade payables duc to a fellow subsidiary of the
associate of the Group ... ........... 309 314 -
309 314 -
I e} R —
Guarantee from related parties
As at December 31,
2023 2024 2025
RMB'000 RMB'000 RMB'000
Guarantee provided by the
ultimate controlling person
Mr. Zhou Aijun
—Bank borrowings (i) .............. 133,330 65,383 -
—Notespayable (ii) . .. ............. 1,174 - -
— Letter of guarantee (i) . ... ........ - 700 -
134,504 66,083 -
. W— ———

During the Track Record Period, all these guarantees provided by the ultimate controlling person Mr.
Zhou Atjun, were released in August 2025 and were replaced by pledges of: specific assets.

As at 31 December 2023, certain of the Group’s interest-bearing bank borrowings comprised:

RMB97,330,000 guaranteed by Mr. Zhou Aijun, the Company, and pledged by the
land use right and buildings at interest rates ranging from 3.20% to 4.90% per annum.

RMB32,000,000 guaranteed by Mr. Zhou Aijun and the Company at interest rates

RMB4,000,000 guaranteed by Mr. Zhou Aijun at interest rates ranging from 3.20% to

As at 31 December 2024, certain of the Group’s interest-bearing bank borrowings comprised:
g p

RMBI,476,000 guaranteed by Mr, Zhou Aijun, the Company, and pledged by the land
RMB43,367,000 guaranteed by Mr. Zhou Aijun and the Company at interest rates

RMB20,540,000 guaranteed by Mr. Zhou Aijun at interest rates ranging from 2.85%

As at 31 December 2023, certain of the Group’s notes payable comprised RMBI,174.000

0]
0]
(i)
ranging from 3.35% to 3.80% per annum.
(iii)
4.75% per annum.
()
use right and buildings at an interest rate of 2.70% per annum.
(ii)
ranging from 2.20% to 3.00% per annum.
(iii)
to 3.00% per annum.
i)
guaranteed by Mr. Zhou Aijun.
(iii)

As at 31 December 2024, certain of the Group’s letter of guarantee comprised RMB700,000
guaranteed by Mr. Zhou Aijun.
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40.

(e) Key Management Compensation

Compensation of the key management personnel of the Group, including amounts paid to the
Company’s directors and supervisors as disclosed in Note 9(a), was as follows:

Year ended December 31,

2023 2024 2025
RMB000 RAMB'000 RMB000

Salaries, wages and bonuses ., . ......... 7,643 8,252 6,676

Share-based compensation expenses ....... 3,331 1,623 2,468
Pension costs, housing fund, medical insurance

and other social benefits . .. .......... 1,316 1,408 1,234

12,290 11,283 10,378

ere——— e E— —— —t

As at December 31, 2023, 2024 and 2025, approximately RMB2,250,000, RMB1,909,000 and
RMB2,080,000 of payroll payables were included in other payables and accruals. The share-based
payments provided to key management personnel consist of restricted share incentive schemes which
are equity-settled, see Note 33.

(f) Redemption rights of the Pre-IPO Investors granted by Mr. Zhou Aijun

Prior to the Track Record Period, the Pre-IPO Investors had been granted the redemption rights by
Mr. Zhou Aijun. No side arrangements between the Company, the Pre-IPO Investors or between the
Company and Mr. Zhou Aijun regarding redemption rights.

Pursuant to supplemental agreements entered into by the Company, the Pre-IPO Investors and Mr.
Zhou Aijun in May 2022, the redemption rights granted by Mr, Zhou Aijun automatically terminated,
effective as of June 30, 2023, the date on which the Company submitted its A-share listing application.
The Company has not provided any form of guarantee in connection with any potential default or
failure of Mr. Zhou Atjun to fulfill his obligations relating to the redemption rights. Accordingly,
considering that the Company has no obligation to the redemption rights granted by Mr. Zhou Aijun,
no tinancial liability regarding such rights was recorded by the Company during the Track Record
Period.

EVENTS AFTER THE REPORTING PERIOD

The Group had no significant subsequent events after December 31, 2025 and up to the date of this report.
SUMMARY OF OTHER ACCOUNTING POLICIES

(n Principles of Consolidation

The Historical Financial Information incorporate the financial statements of the Company and
entities (including structured entities) controlled by the Company and its subsidiaries. Control is
achieved when the Company:

° has power over the investee;
. is exposed, or has rights, to variable returns from its involvement with the investee; and
. has the ability Lo use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control listed above.

When the Group has less than a majority of the voting rights of an investee, it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Group considers all relevant facts and circumstances in
assessing whether or not the Group’s voting rights in an investee are sufficient to give it power,

including:

° the size of the Group’s holding of voting rights relative to the size and dispersion of holdings
of the other vote holders;

. potential voting rights held by the Group, other vote holders or other parties;

. rights arising from other contractual arrangements; and

. any additional facts and circumstances that indicate that the Group has, or does not have, the

current ability to direct the relevant activities at the time that decisions need to be made,
including voting patterns at previous sharcholders’ meetings.

Consolidation of a subsidiary begins when the Company obtains contro!l over the subsidiary and
ceases when the Company loses control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included in the consolidated statement of
profit or loss and consolidated statement of comprehensive income from the date the Company gains
control until the date when the Company ceases to control the subsidiary.
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Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is
attributed to the owners of the Company and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately from the Group’s equity therein,
which represent present ownership interests entitling their holders to a proportionate share of net
assets of the relevant subsidiaries upon liquidation.

Changes in the Group’s ownership intevests in existing subsidiaries

Changes in the Group’s ownership interests in existing subsidiaries that do not result in the Group
losing control over the subsidiaries are accounted for as equity transactions. The carrying amounts of
the Group’s relevant components of equity and the non-controlling interests are adjusted to reflect
the changes in their relative interests in the subsidiaries, including re-attribution of relevant veserves
between the Group and the non-controlling interests according to the Group’s and the
non-controlling interests’ proportionate interests,

Any difference between the amount by which the non-controlling interests are adjusted, and the fair
value of the consideration paid or received is recognized directly in equity and attributed to owners of
the Company.

When the Group loses control of a subsidiary, the assets and liabilities of that subsidiary and
non-controlling interests (if' any) are derecognized. A gain or loss is recognized in profit or loss and is
calculated as the difference between (i) the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii) the carrying amount of the assets (including
goodwill), and liabilities of the subsidiary attributable to the owners of the Company. All amounts
previously recognized in other comprehensive income in relation to that subsidiary are accounted for
as if the Group had directly disposed of the related assets or liabilities of the subsidiary. The fair
value of any investment retained in the former subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent accounting under IFRS 9 or, when applicable,
the cost on initial recognition of an investment in an associate,

Investments in Associates

An associate is an entity over which the Group has significant influence but no control or joint
control. This is generally the case where the Group holds between 20% and 50% of the voting rights.
Significant influence is the power to participate in the financial and operating policy decisions of the
investee but is not control or joint control over those policies. Investments in associates are accounted
for using the equity method of accounting, after initially being recognized at cost.

Under TFRS 11 Joint Arrangements investments in joint arrangements are classified as either joint
operations or joint ventures. The classification depends on the contractual rights and obligations of
each investor, rather than the legal structure of the joint arrangement. Interests in joint ventures are
accounted for using the equity method, after initially being recognized at cost in the consolidated
statement of financial position.

Under the equity method of accounting. the investments are initially recognized at cost and adjusted
thereafter to recognize the group's share of the post-acquisition profits or losses of the investee in
profit or loss, and the Group’s share of movements in other comprehensive income of the investee in
other comprehensive income. Dividends received or receivable from associates and joint ventures are
recognized as a reduction in the carrying amount of the investment.

Where the Group’s share of losses in an equity-accounted investment equals or exceeds its interest in
the entity, including any other unsecured long-term receivables, the Group does not recognize further
losses, unless it has incurred obligations or made payments on behalf of the other entity.

Unrealized gains on transactions between the Group and its associales and joint ventures are
eliminated to the extent of the Group’s interest in these entities. Unrealized losses are also eliminated
unless the transaction provides evidence of an impairment of the asset transferred. Accounting
policies of equity-accounted investees have been changed where necessary to ensure consistency with
the policies adopted by the Group.

Changes in the Group’s intevests in associates and joint ventures

When the Group reduces its ownership interests in an associate or a joint venture but the Group
continues to use the equity method (including situations that change of ownership interest in an
associate or a joint venture due to capital increase of other shareholders to the associate or the joint
venture), the Group reclassifies to profit or loss the proportion of the gain or loss that had previously
been recognized in other comprehensive income relating to that reduction in ownership interests if
that gain or loss would have been reclassified to profit or loss on the disposal of the related assets or
liabilities.
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Business Combinations

(i)

Business Combination not undey Common Controls

The acquisition method of accounting is used to account for all business combinations (except
for the business combinations under common controls), regardless of whether equity
instruments or other assets are acquired. The consideration transferred for the acquisition of
a subsidiary comprises the:

. fair values of the assets transferred

. liabilities incurred to the former owners of the acquired business

. equity interests issued by the Group

. fair value of any asset or liability resulting from a contingent consideration

arrangement, and
. fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at the
acquisition date. The Group recognizes any non-controlling interest in the acquired entity on
an acquisition-by-acquisition basis either at fair value or at the non-controlling interest’s
proportionate share of the acquired entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the consideration transferred, amount of any non-controlling interest in the
acquired entity, and acquisition date fair value of any previous equity interest in the acquired
entity over the fair value of the net identifiable assets acquired is recorded as goodwill. If
those amounts are less than the fair value of the net identifiable assets of the business
acquired, the difference is recognized directly in profit or loss as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the
future are discounted to their present value as at the date of exchange. The discount rate used
is the entity’s incremental borrowing rate, being the rate at which a similar borrowing could be
obtained from an independent financier under comparable terms and conditions. Contingent
consideration is classified either as equity or a financial liability. Amounts classified as a
financial liability are subsequently remeasured to fair value, with changes in fair value
recognized in profit or loss.

Separate Financial Statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct attributable
costs of investment. The results of subsidiaries are accounted for by the Company on the basis of
dividend received and receivable.

Impairment test of the investments in subsidiaries is required upon receiving a dividend from these
investments if the dividend exceeds the total comprehensive income of the subsidiary in the period the
dividend is declared or if the carrying amount of the investment in the separate financial statements
exceeds the carrying amount of the investee’s net assets including goodwill.

Foreign Currencies

(i)

(ii)

Functional and Presentation Currency

Items included in the financial statements of each of the Group’s entities are measured using
the currency of the primary economic environment in which the entity operates (the
“functional currency”). Since the majority of the assets and operations of the Group are
located in the PRC, the Historical Financial Information are presented in RMB, which is also
the Company’s functional and the Group’s presentation currency.

Transactions and Balances

Foreign currency transactions are translated into the functional currency using the exchange
rates at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies at year end exchange rates are generally recognized in
profit or loss. They are deferred in equity if they relate to qualifying cash flow hedges.

Foreign exchange gains and losses that relate to borrowings are presented in the consolidated
statements of profit or loss, within finance costs. All other foreign exchange gains and losses
are presented in the consolidated statements of profit or loss on a net basis within other
gains/(losses), net.

Non-monetary items that are measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was determined. Translation dilferences on
assets and liabilities carried at fair value are reported as part of the fair value gain or loss. For
example, translation differences on non-monetary assets and liabilities such as equities held at
FVPL are recognized in profit or loss as part of the fair value gain or loss and translation
differences on non-monetary assets such as equities classified as fair value through other
comprehensive income are recognized in other comprehensive income,
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(6)

Q)

®)

®

(iii)  Group Companies
The results and financial position of all the Group entities that have a functional currency
different from the presentation currency are translated into the presentation currency as
follows:

. assets and liabilities for each statement of financial position of the Group’s entities
are translated at the closing rate at the end of the reporting period;

° income and expenses for each statement of profit or loss of the Group’s entities are
translated at average exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction
dates, in which case income and expenses are translated at the dates of the
transactions); and

° all resulting exchange differences are recognized in other comprehensive income.

On consolidation, exchange differences arising from the translation of the net investment in
foreign operations are taken to other comprehensive income. When a foreign operation is
partially disposed of or sold, exchange differences that were recorded in equity ave reclassified
to profit or loss, as part of the gain or loss on sale,

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity and translated at the closing rate.

Property, Plant and Equipment

The Group’s accounting policy for buildings and equipment is explained in Note [6(a). Property,
plant and equipment are tangible assets that are held for use in the production or supply of goods or
services, or for administrative purposes, other than construction in progress, are stated at cost less
accumulated depreciation and any impairment losses. The cost of an item of property and equipment
comprises its purchase price and any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the group and the cost of the item can be measured reliably. The carrying amount of any
component accounted for as a separate asset is derecognized when replaced. All other repairs and
maintenance are charged to profit or loss during the reporting period in which they are incurred.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are
included in profit or loss.

Construction in progress mainly represents buildings under construction, which is stated at cost less
any impairment losses, and is not depreciated. Cost comprises the direct costs of construction and
capitalized borrowing costs on related borrowed funds during the period of construction.
Construction in progress is reclassified to the appropriate category of property and equipment when
completed and ready for use.

Impairment of Non-Financial Assets

Goodwill and intangible assets that have an indefinite useful life or are not yet available for use are not
subject to amortization and are tested annually for impairment, or more frequently if events or
changes in circumstances indicate that they might be impaired. Other assets are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount may not
be fully recoverable. An impairment loss is recognized for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value
less costs of disposal and value in use. For the purpose of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered impairment are reviewed for possible reversal
of the impairment at each reporting date.

Intangible assets

Software

Purchased software is stated at cost less any impairment losses and amortized on the straight-line
basis over its estimated useful life.

Financial Assets
(i) Classification
The Group classifies its financial assets in the following measurement categories:

. those to be measured subsequently at fair value (either through other comprehensive
income, or through profit or loss), and

. those to be measured at amortized cost.
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(i)

(iv)

The classification depends on the entity’s business model for managing the financial assets
and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will be recorded either in profit or loss or in
OCI. For investments in equity instruments that are not held for trading, this will depend on
whether the Group has made an irrevocable election at the time of initial recognition to
present subsequent changes in fair value in other comprehensive income,

Recognition and Derecognition

Regular way purchases and sales of financial assets are recognized on trade-date, the date on
which the Group commits to purchase or sell the asset. Financial assets are derecognized when
the rights to receive cash flows from the financial assets have expired or have been transferred
and the Group has transferred substantially all the risks and rewards of ownership.

Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of
4 financial asset not at FYPL, transaction costs that are directly attributable to the acquisition
of the financial asset. Transaction costs of financial assets carried at FVPL are expensed in
profit or loss.

Debt instrimments

Subsequent measurement of debt instruments depends on the Group’s business model for
managing the asset and the cash flow characteristics of the asset. There are three
measurement calegorices into which the Group classifies its debt instruments:

. Amortized cost: Assets that are held for collection of contractual cash flows, where
those cash flows represent solely payments of principal and interest, are measured at
amortized cost. Interest income from these financial assets is included in finance
income using the effective interest rate method. Any gain or loss arising on
derecognition is recognized directly in profit or loss and presented in other
gains/(losses), net together with foreign exchange gains and losses. Impairment losses
are presented as separate line item in the statement of profit or loss.

. FVPL: Assets that do not meet the criteria for amortized cost or FVOCI are measured
at FVPL. A gain or loss on a debt investment that is subsequently measured at FVPL
is recognized in profit or loss and presented net within other gains/(losses), net in the
period in which it arises.

. FVOCI: assets that are held for collection of contractual cash flows and for selling the
financial assets, where the assets’ cash flows represent solely payments of principal
and interest, are measured at FVOCIL. Movements in the carrying amount are taken
through OCI, except for the recognition of impairment gains or losses, interest income
and foreign exchange gains and losses which are recognized in profit or loss. When the
financial asset is derecognized, the cumulative gain or loss previously recognized in
OCT is reclassified from equity to profit or loss and recognized in other gains/(losses).
Interest income from these financial assets is included in finance income using the
effective interest rate method. Foreign exchange gains and losses are presented in
other gains/(losses) and impairment expenses are presented as a separate line item in
the statement of profit or loss.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the Group’s
management has elected to present fair value gains and losses on equity investments in OCI,
there is no subsequent reclassification of fair value gains and losses to profit or loss following
the derecognition of the investment. Dividends from such investments continue to be
recognized in profit or loss as other income when the Group's right to receive payments is
established.

Changes in the fair value of financial assets at FVPL are recognized in other gains/(losses) in
the statement of profit or loss as applicable.

Impairment of Financial Assets

The Group recognizes an allowance for expected credit losses (“ECLs™) for all debt
instruments not held at fair value through profit or loss. ECLs are based on the difference
between the contractual cash flows due in accordance with the contract and all the cash flows
that the Group expects to receive, discounted at an approximation of the original effective
interest rate. The expected cash flows will include cash flows from the sale of collateral held or
other credit enhancements that are integral to the contractual terms. Details, please refer to
credit risks in Note 3.2,
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Financial Liabilities
Financial liabilities are classified as financial liabilities at amortized cost and financial liabilities at
FVPL at initial recognition.

Financial liabilities of the Group mainly comprise financial liabilities at amortized cost, including
trade and note payables, other payables and accruals, borrowings and customer deposit. Such
financial liabilities are initially recognized at fair value, net of transaction costs incurred, and
subscquently measured using the clfective interest method. Financial liabilities that are due within
one year (inclusive) are classified as current liabilities; those with maturities over one year but are due
within one year (inclusive) as from the balunce sheet date are classified as current portion of
non-current liabilities. Others are classified as non-current liabilities.

A financial liability is derecognized or partly derecognized when the underlying present obligation is
discharged or partly discharged. The difference between the carrying amount of the derecognized part
of the financial liability and the consideration paid is recognized in profit or loss for the current
period.

Inventories

Inventories are stated at the lower of cost and net realizable value. Costs of inventories are determined
on the month-end weighted average method. Cost comprises direct materials, direct labor and an
appropriate proportion of variable and fixed overhead expenditure, the latter being allocated on the
basis of normal operating capacity. Cost includes the reclassification from equity of any gains or
losses on qualifying cash flow hedges relating to purchases of raw material but excludes borrowing
costs. Costs of purchased inventory are determined after deducting rebates and discounts. Net
realizable value is the estimated selling price in the ordinary course of business less the estimated costs
of completion and the estimated costs necessary to make the sale.

Trade Receivables

Trade receivables are recognized initially at the amount of consideration that is unconditional unless
they contain significant financing components, in which case they are recognized at fair value. The
Group holds the trade receivables with the objective of collecting the contractual cash flows and
therefore measures them subsequently at amortized cost using the effective interest method. See Note
3.2 for a description of the Group’s impairment policies.

Share Capital and Capital Reserve

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the proceeds.

Trade and Other Payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of
financial period which are unpaid. Trade and other payables are presented as current liabilities unless
payment is not due within 12 months after the reporting period. They are recognized initially at fair
value and subsequently measured at amortized cost using the effective interest method.

Borrowings

Borrowings are initially recognized at fair value, net of transaction costs incurred. Borrowings are
subsequently measured at amortized cost. Any difference between the proceeds (net of transaction
costs) and the redemption amount is recognized in profit or loss over the period of the borrowings
using the effective interest method. Fees paid on the establishment of loan facilities are recognized as
transaction costs of the loan to the extent that it is probable that some or all of the facility wiil be
drawn down. In this case, the fee is deferred until the draw-down occurs. To the extent there is no
evidence that it is probable that some or all of the facility will be drawn down, the fee is capitalized as
a prepayment for liquidity services and amortized over the period of the facility to which it relates.

Borrowings are derecognized when the obligation specified in the contract is discharged, cancelled or
expired. The difference between the carrying amount of a financial liability that has been extinguished
or translerred to another party and the consideration paid, including any non-cash assets transferred
or liabilities assumed, is recognized in profit or loss as other income or finance costs.

Where the terms of a financial liability are renegotiated and the entity issues equity instruments to a
creditor to extinguish all or part of the liability (debt for equity swap), a gain or loss is recognized in
profit or loss, which is measured as the difference between the carrying amount of the financial
liability and the fair value of the equity instruments issued.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the reporting period.

Covenants that the Group is required to comply with, on or before the end of reporting period, are
considered in classifying loan arrangements with covenants as current or non-current. Covenants that
the Group is required to comply with after the reporting period do not affect the classification at the
reporting date,
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Borrowing Costs

General and specific borrowing costs that are directly attributable to the acquisition, construction or
production of a qualifying asset are capitalized during the period of time that is required to complete
and prepare the asset for its intended use or sale. Qualifying assets are assets that necessarily take a
substantial period of time to get ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalization.

Other borrowing costs are expensed in the period in which they are incurred.
Provisions

Provisions for legal claims, service warranties and make good obligations are recognized when the
Group has a present legal or constructive obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and the amount can be reliably
estimated. Provisions are not recognized for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole, A provision is recognized
even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small.

Provisions are measured at the present value of management's best estimate of the expenditure
required to settle the present obligation at the end of the reporting period. The discount rate used to
determine the present value is a pre-tax rate that reflects current market assessments of the time value
of money and the risks specilic to the liability. The increase in the provision due to the passage of time
is recognized as interest expense.

Employee Benefits
(i) Short-Term Obligations

Liabilities for wages and salaries, including non-monetary benefits, annual leave and
accumulating sick leave that are expected to be settled wholly within 12 months after the end
of the period in which the employees render the related service are recognized in respect of
employees’ services up to the end of the reporting period and are measured at the amounts
expected to be paid when the liabilities are settled. The liabilities are presented as current
employee benefit obligations in the statement of financial position.

(ii) Housing Funds, Medical Insurances and Other Social Insurances

Employees of the Group in the PRC are entitled to participate in various
government-supervised housing funds, medical insurance and other employee social insurance
plan. The Group contributes on a monthly basis to these funds based on certain percentages
of the salaries of the employees, subject to certain ceiling, The Group’s liability in respect of
these funds is limited to the contributions payable in each year. Contributions to the housing
funds, medical insurances and other social insurances are expensed as incurred.

(iii)  Post-Eniployment Benefits

The Group classifies post-employment benefit plans as either defined contribution plans or
defined benefit plans. Defined contribution plans are post-employment benefit plans under
which the Group pays fixed contributions into a separate fund and will have no obligation to
pay further contributions:; and defined benefit plans are post-employment benefit plans other
than defined contribution plans. During the reporting period, the Group’s defined
contribution plans mainly include basic pensions and unemployment insurance, while the
defined benefit plans are certain oversea subsidiaries provide supplemental retirement
benefits beyond the national regulatory insurance system.
(iv)  Basic Pensions

The Group’s employees participate in the basic pension plan set up and administered by local
authorities of Ministry of Human Resource and Social Security. Monthly payments of
premiums on the basic pensions are calculated according to prescribed bases and percentage
by the relevant local authorities. When employees retire, the relevant local authorities are
obliged to pay the basic pensions to them. The amounts based on the above calculations are
recognized as liabilities in the accounting period in which the service has been rendered by the
employees, with a corresponding charge to the profit or loss for the current period or the cost
of relevant assets,
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Diluted eavnings per shave

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to
take into account:

° the after-income tax effect of interest and other financing costs associated with dilutive
potential ordinary shares, and
. the weighted average number of additional ordinary shares that would have been outstanding

assuming the conversion of all dilutive potential ordinary shares.
Government Grant

Government grants relating to costs are deferred and recognized in profit or loss over the period
necessary to match them with the costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included in
non-current liabilities as deferred income and they are credited to profit or loss on a straight-line basis
over the expected lives of the related assets,

Research and development expenses
All research expenses are charged to the statement of profit or loss as incurred.

Expenditure incurred on projects to develop new technologies is capitalised and deferred only when
the Group can demonstrate the technical feasibility of completing the intangible asset so that it will
be available for use or sale, its intention to complete and its ability to use or sell the asset, how the
asset will generate future economic benefits, the availability of resources to complete the project and
the ability to measure reliably the expenditure during the development.

Current and Deferred Income Tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable
income, based on the applicable income tax rate for each jurisdiction, adjusted by changes in deferred
tax assets and liabilities attributable to temporary differences and to unused tax losses.

(i) Current Income Tax

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the end of the reporting period in the countries where the Company
and its subsidiaries and associates operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation and considers whether it is probable that
a laxation authority will accept an uncertain tax treatment, The Group measures its tax
balances either based on the most likely amount or the expected value, depending on which
method provides a better prediction of the resolution of the uncertainty.

(ii) Deferved Income Tax

Deferred income tax is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
Historical Financial Information. However, deferred tax liabilities are not recognized if they
arise from the initial recognition of goodwill. Deferred income tax is also not accounted for if
it arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit
or loss and does not give rise to equal taxable and deductible temporary differences. Deferred
income tax is determined using tax rates (and laws) that have been enacted or substantively
enacted by the end of the reporting period and are expected to apply when the related deferred
income tax asset is realized or the deferred income tax liability is settled.

Deferred tax assets are recognized only if it is probable that future taxable amounts will be
available to utilize those temporary differences and losses.

Deferred tax liabilities and assets are not recognized for temporary differences between the
carrying amount and tax bases of investments in foreign operations where the Company is
able to control the timing of the reversal of the temporary differences and it is probable that
the difterences will not reverse in the foresecable future,

Deferred tax assets and liabilities are offset where there is a legally enforceable right to offset
current tax assets and liabilities and where the deferred tax balances relate to the same
taxation authority. Current tax assets and tax liabilities are offset where the entity has a
legally enforceable right to offset and intends either to settle on a net basis, or to realize the
asset and settle the liability simultaneously.

Current and deferred tax is recognized in profit or loss, except to the extent that it relates to
items recognized in other comprehensive income or directly in equity. In this case, the tax is
also recognized in other comprehensive income or directly in equity, respectively.

Current and deferred tax are recognized in profit or loss, except when they relate to items that
are recognized in other comprehensive income or directly in equity, in which case, the current
and deferred tax are also recognized in other comprehensive income or directly in cquity
respectively. Where current tax or deferred tax arises from the initial accounting for a business
combination, the tax effect is included in the accounting for the business combination.
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° amounts expected to be payable by the Group under residual value guarantees;

° the exercise price of a purchase option if the Group is reasonably certain to exercise
that option;

. payments of penalties for terminating the lease, if the lease term reflects the Group
exercising that option; and

° lease payments to be made under reasonably certain extension options are also
included in the measurement of lease liabilities.

After the commencement date, lease liabilities are adjusted by interest accretion and lease

payments.

The Group presents lease liabilities as a separate line item in the consolidated statement of

financial position.

(iii)  The Group as a Lessor

Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever

the terms of the lease transfer substantially all the risks and rewards incidental to ownership

of an underlying asset to the lessee, the contract is classified as a finance lease. All other leases

are classified as operating leases.

Rental income from operating leases is recognized in profit or loss on a straight-line basis over
the term of the relevant lease. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset, and such costs are
recognized as an expense on a straight-line basis over the lease term.

Refundable rental deposits received are accounted under IFRS 9 and initially measured at fair
value. Adjustments to fair value at initial recognition are considered as additional lease

payments from lessces,
SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Company or any of the
companies now comprising the Group in respect of any period subsequent to December
31, 2025 and up to the date of this report.
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